


The Outlook 


Results of the Arms Conference—Paternalism in Government—The Crops—Progress Among the 
Railroads—The Market Prospect 


B wish the became dull with the end of the year and 


with the exception of retail trade most branches of 

business showed a recession of activity. This, how- 
ever, was to be expected with the usual unsettlement caused 
by year-end adjustments. The desire. on all sides to obtain 
a clearer idea as to the extent of inventories impelled con- 
sumers to moderate their demands. As a result, wholesale 
and jobbing trade fell off and the rate of industrial output 
was slightly lowered. This is about the situation at present. 
However, preparations are being made to resume the forward 
swing which came into operation toward last Autumn and 
considering the improving character of fundamental conditions 
there is no reason to alter the prevailing conviction that with 
the end of Winter, business will be on a more active basis 


than at present. 
* 8 & 


HE Arms Conference at Washington 

has continued to occupy an important 
place in the general scheme of world events 
during the past two weeks. While the out- 
come of the conference is admittedly beneficial and likely 
to prove a constructive achievement, with its limitation of 
capital ships for war and with its accomplishment of the so- 
called ‘‘four-power treaty,” the conference is closing with 
much less prestige than that with which it opened. This was 
It could not reasonably have been 


UNEXPECTED 
RESULTS 


in a sense inevitable. 
expected that the popularity and approval which attended the 
first arms limitation projects of Mr. Hughes would be sus- 
tained. Some lack of success in the negotiations regarding 
the future of China was to be anticipated, and yet it has not 
been greater than was practically unavoidable. The treaty 
with Japan covering the status of the island of Yap and the 
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mandated islands in general would probably have been worked 
out independent of the conference and is not chargeable to 
that event on either side of the account. 

When all has been said, the fact remains that, despite 
criticism and complaint of the limited scope of the negotiations, 
there has been progress and real progress toward the better 
management of international affairs and toward the establish- 
ment of much better international relationships. There are 
projects on foot for the holding of future conferences, and these 
may or may not work out to success. Whether they will do 
so or not undoubtedly depends in no small degree upon the 
action of the Senate of the United States in confirming or 
rejecting the treaty work of the conference which is now just 
about to draw to a close. That makes the action of the 
Senate doubly important. 

* & # 


HERE is, however, a complex Senate 


THE SENATE situation. The so-called irreconcilable 


SITUATION group of Senators have already declared 
war on the treaty between the four powers 
on a variety of grounds. That it would commit us to the 
use of armed force in the event of aggression upon Japan 
or other Pacific countries is the assertion of one element in 
the Senate, while another appears to be ready to argue that 
it is of little value, due to the fact that it commits no one 
to anything in particular. Conflict of opinion also appears 
in a number of other directions, the whole result being a 
confused and unsatisfactory state of affairs. ‘The disposition 
of a group of Democratic Senators to oppose the document 
on purely political grounds is a regrettable element in the case, 
although thus far there has been much more talk than actual 


commitment on the part of this element. 
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A more dangerous aspect of the Senate situation is found 
in the work that is being done to prevent the adoption of a 
workable funding bill providing for the disposal of the debts, 
due the United States from foreign countries. Thus far, 
there has been adherence to the extreme claim that these debts 
must be paid in full, dollar for dollar, in the form of bonds 
issued by the countries which are actually indebted to the 
United States, with semi-annual interest at 5 per cent. This 
proposal has already led to unofficial notification’on the part 
of some of our debtors that they cannot comply with the terms 
of the measure, and hence the disposition to wait for further 
information before proceeding to secure its final adoption. In 
these circumstances it is not surprising that the United States 
hesitates to indicate a disposition to attend the economic 
conference which the various powers are soon to summon in 
Europe much less to call one of its own to meet in Washington. 
* 8 & 


HE opening of the new session of 


oe og Congress has brought with it a crop 
MEASURES of dangerous financial measures whose en- 


actment would unquestionably produce re- 
sults of the most serious character. Foremost among them 
is the soldiers’ bonus bill which, at the request of the Presi- 
dent, was laid aside last summer but which now appears in 
a somewhat altered form. Predictions are made that this 
bill, perhaps subject to some modification, will be enacted 
into law within ninety days. This may be an over-optimistic 
prediction, but favorable action upon it is certainly a prob- 
ability of the immediate future. 

Should it be accepted, either very heavy borrowing or else 
the addition of at least $500,000,000 annually to our present 
tax bill may be expected. Coupled with the soldiers’ bonus is 
the plan for a bonus or subsidy to ship operators and builders. 
This has not as yet advanced to an authoritative stage which 
would permit a judgment as to its chances, but it clearly has 
powerful support in the administration as well as elsewhere. 

There is also before the Senate a measure for changing 
the composition of the Federal Reserve Board and another 
altering the character of the paper to be presented for redis- 
count at Reserve Banks. These bills represent the efforts 
of the so-called “‘agricultural bloc’’ to secure laws that will 
assist the farmer in his effort to get easier credit. Altogether 
the program that now seems to be in sight is financially threat- 
ening, to say the least. The question how far some of the 
plans will go is another matter. Aside from the soldiers’ 
bonus, a clear passage is not thus far assured for any of them, 
although all have support and are therefore potential elements 
of danger especially in the present disorganized condition of 
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HE final estimates of the Department 
A GOOD of Agriculture relative to the crop 
CROP YEAR 


yield of the past year show that the actual 
product has fully come up to expectations 








in most cases and in some has exceeded them. This is true 
of wheat which is a little under 800,000,000 bushels as 
against 833,000,000 bushels last year while cotton of course 
has produced much more largely than the early figures showed 
was likely to be the case. All told the farmer has had a 
prosperous season so far as product went. His prices have, 
for the most part, steadily tended downward so that, in spite 
of large output, he has realized a disappointingly small net 
income. 

This situation has been particularly hard for him to con- 
tend with, because of the fact that the consumable commodi- 
ties he must buy have continued about as high in price as 
ever so, that while his income has fallen his outgo has still 
been large insofar as he had to buy machinery or manufac- 
tures. The condition is partly the result of a bad export trade 
situation but is largely the outcome of irregular declines in 
and unsatisfactory readjustment of prices which have left some 
items high while others have been low and falling. The state 
of things at the close of the year too, insofar as affects bank- 
ing and credit relations, is not altogether satisfactory, many 
country bankers fearing to go on with the extension of due 
credit to the farmer for the coming crop season, thinking that 
by so doing they would possibly run into stil] larger commit- 
ments and possible losses. This attitude might, as is now 
seen by careful observers, be carried so far as to interfere with 
the proper financing of the new crop and efforts are accord- 
ingly being made to promote a somewhat more liberal attitude 
toward the farm applicant for bank credit than has thus far 
prevailed. 

* 8 # 


VENTS in the stock market are show- 

ing that there is real progress in securi- 
ties despite the various obstacles to be met 
and overcome. The advance in the price of 
Liberty Bonds still continues although at a slower rate, while 
the increases in values of preferred stocks and conservative 
issues of all sorts show that investors are now turning their 
attention once more to industrial issues which involve some 
element of risk. Announcement during the past two or three 
weeks of the increase or resumption of dividends previously 
reduced or suspended gives evidence of more confidence in 
business as well as of better trade conditions. Altogether, 
the investment situation at the beginning of the new year thus 
promises well for the future. There is no definite indication, 
thus far, of the probable changes in rates of interest, and the 
fact that the treasury has a large refunding scheme which 
will have to be put through early in the year will naturally 
tend to slow down the movement toward easier money. Never- 
theless, much has already been done in the direction of render- 
ing capital available to legitimate business, as well as for 
investment and reasonable speculation. Further progress in 
the same direction may certainly be expected. 


THE MARKET 
PROSPECT 








UR Investment and Business Service not only presents a weekly summary of the 
changes in numerous industries, but calls attention to important changes in the 
trend of securities. We issue Special Letters whenever these changes occur. 
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The Remedy That Will End the Bucket Shop Evil | 


Stock Exchange Should Take Initiative—How This Swindling System Could Be Torn Out By the 


N the previous articles on this subject, 
“The Owl” explained how the crooks 
and confidence men, working under the 

guise of legitimate brokerage houses, filch 
and swindle their victims out of small and 
large amounts which aggregate millions of 
dollars every year; how they get hold of 
a prospect, “build him up,” then “send 
him to the cleaners.” 

He showed that in addition to the in- 
nate crookedness of these gentry, the two 
most effective tools they use in breaking 
into the public’s bank accounts are the tele- 
phone and the discretionary control of an 
account. Lest you think all these opera- 
tions are conducted by ‘phone to distant 
points, let me say that they are going on 
all around us. Right here in the office 
where this is written they have been after 
my employees. One firm, a member of a 
minor exchange, offered to “carry” 1,000 
shares of a mining stock, selling around 
$20, on a margin of $400. Everywhere in 
the Wall Street district—probably in your 
office, as well as mine—proprietors, of- 
ficials and clerks have been “approached” 
by means of a telephone, with a glib indi- 
vidual at the other end. 


Attempts at Correction 


Many attempts have been made to cor- 
rect this evil by the passing of laws 
against bucket shops; so-called “blue sky” 
laws and others aimed at swindling opera- 
tions in connection with the brokerage 
business and the sale of securities. The 
New York Stock Exchange years ago went 
so far as to stop the ticker service in an 
attempt to eliminate the bucket shops. At 
that time you could go into fifty offices in 
New Street, between Beaver and Ex- 
change Place, put down any amount, from 
a ten or twenty bill up, and “buy,” say, 
ten shares of stock on one or two point 
margin. You would receive a little ticket 
indicating that when your stock declined 
three-quarters of a point or one and three- 
quarters (in case of a two point margin), 
you were wiped out, the other quarter be- 
ing retained as “commission.” 

The panic of 1907 brought in its wake 
a general how] for legislation against the 
so-called evil of speculation on the New 
York Stock Exchange. Legislators and 
agitators, knowing little of the subject, de- 
manded a pound of flesh from the Stock 
Exchange. Growing out of this agitation 
was the appointment of an investigating 
committee by the then Governor Hughes, 
and a string of laws against the bucket 
shops providing penalties and defining such 
operations as felonies. There may have 
been convictions under these laws, but I do 
not recall a single one. The bucket shops 
closed up for a time and then began to 
bud forth as “Partial Payment” houses. 
The subterfuge is now somewhat passé 
and the present vogue is the out-and-out 
confidence game previously described. 

The 1920 bear market enabled many - of 
the bucketeers to clean up. Some of them 
who started as clerks and telegraph opera- 
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Roots—The Wagner Failure 
By RICHARD D. WYCKOFF 


tors were offered hundreds of thousands 
for their share and the “good will” of their 
businesses. Most of the successful con- 
cerns are still at it, either under the old 
names or new ones. They did little ad- 
vertising during the depression, because 
the public mostly deals on the long side 
of the market, and they did not want too 
many trades on the opposite side. After 





THE SITUATION 


Crooks and _ confidence 
men are being allowed to 
practice their nefarious 
schemes, year in and year 
out, filching and swindling 
the investing public of 
millions of dollars, depriv- 
ing industry of much- 
needed means of support. 


THE REASON 


Although half - hearted 
attempts have been made 
to uproot this system, no di- 
rect, incisive action has 
been taken. Such laws as 
have been enacted, while 
devised in all sincerity, 
have been weak and inef- 
fective. They have fallen 
far short of the needs of 
the situation. They have 
not been of a sort calcu- 
lated to eliminate the illegi- 
timate broker. 


THE REMEDY 


1—Widen the New York 
State Banking Law to pro- 
vide for the licensing of 
every broker and dealer in 
securities. 

2—Provide for the inspec- 
tion of the books of broker- 
age houses at irregular in- 
tervals by means of a staff 
of auditors equipped to se- 
cure evidence of unsound 
or illegitimate business 
methods. 

3—Make this evidence the 
basis for swift and positive 
conviction, and make the 
punishment jail sentences, 
not fines. 











the market worked up somewhat, they 
again blossomed forth. 

One of these concerns, which was prac- 
tically put out of business by an action 
brought by the District Attorney, tried to 


save itself by opening a new office and 
spending $3,000 a week in advertising. 


Recent Additions to Laws 


Recent additions to the New York State 
laws are contained in Article 23A and are 
known as Blue Sky Provisions, sections 
345, 352 and 355-9, inclusive. These relate 
to “fraudulent practices in respect to 
stocks, bonds and other securities.” For 
the purpose of enforcing them the At- 
torney General of New York State has 
appointed a deputy, with headquarters in 
New York, and those interested in the 
elimination of such fraudulent practices 
are looking in that direction for results. 
The intentions of those back of this legis- 
lation are perfectly good, honest and sin- 
cere; but what we need is a law with 
teeth in it! 


The bucket shop and the blue sky laws 


.are all very well as far as they go, but 


they only go as far as the barn door after 
the horse is stolen. Some of these laws 
make certain acts felonies and others mis- 
demeanors. There is a series of provisions 
in which investigations, subpoenas, actions, 
examinations, preliminary injunctions, 
hearings, etc., follow in tiresome proces- 
sion, but they have no kick in them. 

A subpoena or an injunction has as much 
effect on these blacklegs as a mosquito 
bite; it makes him itch to get busy in an- 
other place and under a different name. A 
thousand-dollar fine for a misdemeanor is 
the kind of a license he would like to pay 
about every Thursday, and then keep on 
misdemeaning. 

The New York Stock Exchange has 
made numerous half-hearted attempts to 
close up these outfits. Bucket shopping is 
going on throughout the Street. Every 
member of the Exchange is losing busi- 
ness thereby. The public is losing mil- 
lions; but the measures intended to be ag- 
gressive have originated outside the Stock 
Exchange. Until recently few, if any, for- 
ward steps were taken by it as an organi- 
zation. As a result of this do-nothing 
policy, a remarkable change has come over 
Wall Street within the past ten years. The 
business is going into other channels, some 
of which I will describe in a later article. 

Naturally the bucket shops maintain a 
strong lobby at Albany. When the blue 
sky laws were passed in 1921, those in 
charge of their enforcement looked through 
them in vain for signs of an appropriation, 
but as one of the legislators said, “If there 
had been any appropriation attached, we 
would not have passed the bill.” 

Members of the New York Stock Ex- 
change could, if they chose, organize the 
best and strongest elements in the finan- 
cial, commercial and transportation world 
and through this leadership and the com- 
bined influence of all these, carry a sledge 
hammer of demand to the New York State 
capitol and drive the spike home. It 
could thus set an example to the rest of 
the States which might finally result in a 
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Federal law that would prove really ef- 
fective. 

The facilities of the Exchange are now 
used as a smoke screen by the wolves of 
Wall Street. Certain New York Stock 
Exchange members who are accepting such 
business would do well to get down and 
dust off their copies of the By-laws and 
see what constitutes “an act detrimental to 
the interest and welfare of the Exchange.” 

In making no effort to place effective 
laws on the statute books; conducting 
no campaign of education for the benefit 
of the public; permitting its facilities to 
be employed in the fleecing process, as 
above described; restricting the adver- 
tising and business-getting freedom of 
its members, the New York Stock Ex- 
change has made it possible for this 
noxious crowd to grow up around it. 

Money which should go into legitimate 
stock and bond issues is now pouring by 
the hundreds of millions every year into 
yachts and horses and automobiles, and to 
provide wine, women and song for the en- 
tertainment of these bucketeers. 

It is about time this thing is stopped. 


Existing Laws Weak 


The trouble with all existing laws is due 
to the fact that they are cures rather than 
preventives. The way to stop gunmen is 
not to manufacture revolvers, but to round 
them up, search them and keep them under 
surveillance. The State and the Federal 
governments should have these means at 
their disposal in the case of the bucket 
shoppers and other Wall Street criminals, 
and until these are effectively used, the 
funds of the public will continue to be di- 
verted into these illegitimate channels. If 
the proper steps are taken in advance of 
crime, naturally less crime will follow. 
Now that twenty million people, instead 
of a few million as formerly, are familiar 
with and are investing and operating in the 
security markets, the need for such legisla- 
tion was never so great as at the present 
moment. 

The banking business in this State was 
formerly conducted in the same loose man- 
ner as the brokerage business is today. 
Any sort of crook could open a bank, ac- 
cept the public’s deposits, loan them to 
himself or others just as crooked, and then 
some morning forget to open the bank. It 
was all very simple—just as simple as it is 
for the bucket shops keeper who finds the 
money going out faster than it is coming 
in, to skip out with what remains in the 
cash drawer. 

Now, I wish to call attention to the fact 
that anyone who buys and sells securities 
for the public is in nearly every case a 
banker, as well as a broker, for this rea- 
son: Unless the client makes prompt pay- 
ment for what he purchases and promptly 
delivers what he sells, the latter is forced 
into the position of advancing money for 
account of the client, and thus the broker 
becomes a banker. The act of buying se- 
curities on margin involves, in addition to 
the brokerage operation, one which re- 
quires the so-called broker to lend money 
on securities. The broker is not the one 
who trusts the client to pay up the balance 
due on the transaction; it is the client who 
is doing the trusting; his money is in the 
hands of the broker, for one of the first 
steps in the transaction is the deposit of 
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the client's with the brokerage 
house. 

From this we see clearly that the so- 
called brokers, bankers, investment secur- 
ity houses, partial payment concerns, and 
others of both legitimate and illegitimate 
character, are actually at.this moment de- 
positaries and fiduciaries insofar as their 
relations with the public are concerned. A 
depositary is a person, place or institution 
entrusted with anything for safe keeping. 
A personsor concern acting in a fiducial 
capacity does so as a result of the faith 
and confidence of the person with whose 
money he or. the concern is entrusted. 

Why should the banks of the State and 
nation be held under such close supervision 
while brokers, bankers and others are per- 
mitted to carry tremendous sums without 
anyone to supervise them and no effective 
laws to govern them? 

Suppose for a moment the situation 
were reversed: that the present laws pro- 
viding for supervision, examination and 
control of banking practices were applied 
to the brokers. You would find all the 
crooks getting out of the “brokerage” 
business and opening banks, because in that 
field they could rob and swindle and black- 
jack without interference, while Wall 
Street would be closed to them, just as 
the banking field is now closed. This 
brings us up to the only effective remedy 
for the bucket shop and the confidence 
game as it is now conducted in Wall 
Street, and, in fact, in all the big centers 
in this country. 


The Remedy 


This remedy is as follows: Let the 
New York Stock Exchange take the initia- 
tive through some of its leading members. 
Have these members gather around them 
the best and strongest of the great finan- 
cial interests which center here in New 
York, these interests to combine in the 
placing of a law on the statute books of 
New York State which will provide for 
the licensing of every individual, firm, or 
corporation acting as broker or dealing in 
or lending money on securities within the 
bounds of New York State. Provide for a 
staff of auditors who have had long ex- 
perience with the inner workings of Wall 
Street so that they thoroughly know of 
all kinds of financial houses—so trained 
that they can sense a crooked house, and 
then prove it. Have this staff examine 
every firm’s affairs at irregular periods. 
See that they call for the vital books and 
if necessary trace the transactions therein 
to their origin. 

When such a staff or its informants 
have reason to suspect that a concern is 
bucketing or in any way swindling its 
clients, let it go after and secure the evi- 
dence necessary to bring a conviction. 
Provide for immediate arrest in such 
cases, and make the felony (not a misde- 
meanor) punishable, not by a fine, but by 
imprisonment for a substantial number of 
years. Make investigation swift and posi- 
tive, conviction just as swift, and punish- 
ment protracted, and the crooks will be 
driven out of the business and out of the 
State. 

Let us have no such laws as have here- 
tofore been written and passed. We have 
dallied with this evil in Wall Street long 
enough; now let something be done. In 
the doing of it provide a separate court in 
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the Wall Street district, and a judge se- 
lected to preside therein who has the neces- 
sary backbone and other qualifications to 
enable him to decide such cases on their 
merits, and not because of any influence 
brought by either Tammany Hall! or the 
lobby representing the bucket shops. What 
we mean is a Judge Landis of Finance. 

The American Telegraph & Telephone 
Co. can co-operate in the cleaning up proc- 
ess. Its books show the large users of 
long distance calls, many running into 
thousands of dollars a month. This is a 
public service corporation and as such 
should not permit its facilities to be used 
by crooks who would not dare to commit 
their lies to paper. They are afraid to use 
the mails or wires, but a phone conversa~ 
tion cannot be proven or used as evidence. 

Few members of the New York Stock 
Exchange will object to such a law on the 
ground that their business is confidential 
and their books should not be scrutinized, 
or for any other reason. Most members 
would welcome it. Bank accounts are 
equally confidential and are so treated by 
the bank examiners. 

The staff should start with such houses 
as “protest too much” and work down to 
those who have the least objection, but let 
such work be thorough and frequent. See 
that not one is overlooked. Permit no 
records to be kept in loose-leaf or card 
index form. Require certain standards in 
the way of bookkeeping. Eliminate num- 
bered accounts or have the names and ad- 
dresses of the persons represented thereby 
recorded in a private book which only the 
auditors can see. License concerns only 
after a sound and legitimate condition is 
proven to exist. Ascertain whether capi- 
tal is sufficient and methods are legitimate. 
Expose such disgracefully managed con- 
cerns as Chandler Bros., Toole, Henry & 
Co. and others whose failures cost the 
public millions and the Stock Exchange 
itself tremendous loss of prestige. Throw 
the light inso some of the dark spots and 
they will automatically be cleaned up long 
before the searchers can get around to 
them. 

As I am putting the final touches on 
this article comes the announcement of 
the failure of E. W. Wagner & Co., an- 
other large wire house represented on the 
New York Stock Exchange. No better 
evidence of the immediate need for super- 
vision of brokerage houses by State bank- 
ing officials could possibly have occurred. 

That a firm like this should be permitted 
to go on doing business, accepting and 
retaining the deposits of thousands of in- 
vestors and traders, is an outrage on the 
public. 

No brokerage house need ever fail if it 
conducts a legitimate business, attends to 
its margin calls promptly and properly, 
and accepts only such business as its work- 
ing capital justifies. 

Whether the Wagner failure, like the 
long procession of others that form a 
series of blots on the record of the New 
York Stock Exchange, was due to meth- 
ods employed by Chandler Brothers and 
many other such firms we have no means of 
telling, but I venture to say that if the 
proper supervisory steps had been taken 
continuously during the past five years, 
Wagner might have been directed to liqui- 

(Continued on page 370.) 
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Could the Railroads Stand Prosperity ? 


Vice-President Elisha Lee Calls Them Unprepared for Return of Even Normally Good Times— 
Rail Executives Not Responsible for Operations as Now Conducted—What Must Be Done 


Interview by WILLIAM A. McGARRY 


PEAKING as an expert, with the 
figures at his finger tips and after 
prolonged study of the present day 

railroad situation, Elisha Lee, vice- 
president in charge of Eastern Lines of 
the Pennsylvania Railroad, asserts that 
a business boom “would bury the rail- 
roads.” He used that phrase by way 
of summary of a condition that seems 
to have been completely overlooked 
since 1916, and even during the busy 
days of the war and after, by legisla- 
tors, economists and even by many rail- 
road men. 

The railroads today have miles of 
idle cars and locomotives. But the 
plain fact, according to Mr. Lee, is that 
even if all their equipment were 


revival of business, let us say next Fall 
—which is entirely possible even if not 
especially indicated at the present time 
—there is every reason to believe that 
we would experience a marked freight 
congestion. It would not be necessary 
to have a boom; just a restoration of 
plain prosperity, on a scale proportion- 
ate to the purchasing capacity of our 
factories and farms. It would give our 
railroads more business than they could 


handle with satisfactory promptness 
and efficiency. A real boom would bury 
them. Nothing could more quickly 


check a wave of prosperity than the 


inability of our railroad facilities to 


will be how to get transportation at 
any price.” 

Specifically, Mr. Lee points out that 
while the traffic volume has been stead- 
ily rolling up—until the time of the 
present reaction—mileage has been de- 
creasing since 1916. Last year, he finds, 
314 miles of new railroad lines wer 
built in the United States. But in the 
same year 536 miles were abandoned 
because of disastrous losses incurred in 
the attempt to operate under existing 
conditions. Unless the conditions are 
changed he believes this shrinkage of 
mileage will continue. He points out 
that relatively little has been done in 
the last decade to increase the traffic 

handling capacity of the railroads 





in first class shape they would 
be in no condition to handle the 
business that would come to 
them under a return of even 
normal prosperity. 


The Fundamental Problem 


Admitting that rates are perhaps 
too high and must be still further 
reduced, this authority brushes 
that question aside as of secondary 
consequence in comparison with 
the problem of providing for the 
vastly increased volume of rail- 
road transportation service which 
the country will require in the 
next few years. That, in his opin- 
ion, is a question of such funda- 
mental importance that it over- 
shadows everything else. If it is 
not provided for he predicts the 
worst period of railroad conges- 
tion in history. And he also 
sounds the warning that without 
this extension of railroad facilities 
any boom must be shortlived. 

“Do not let the present slack 
condition of commerce and traf- 
fic blind us to the fact that 
we ought, right at this very 
moment, to be engaged upon a 
program of railroad expansion 
and extension to meet the needs of com- 
ing years,” said Mr. Lee. “Traffic on our 
American railroads, measured in ton 
miles and passenger miles, doubles 
about once in a decade, or possibly a 
little longer. This rate of increase has 
been maintained for at least two genera- 
tions with surprising regularity, despite 
the various cycles of booms, panics and 
depressions through which the country 
has passed meanwhile. But American 
business men and investors should get 
this fact firmly in mind, because it is 
most important: the next time our 
country has a real revival in business 
we shall, in all probability, be con- 
fronted with the most severe congestion 
of railroad traffic and the greatest in- 
adequacy of railroad facilities ever ex- 
perienced in our history. 

“If we should have even a moderate 
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ELISHA LEE 
Vice-President in charge of Eastern Lines of the Penn- 
sylvania Railroad who considers our present 


facilities inadequate in the extreme 


handle the traffic which good times 


would create. 


Rail Traffic to Reach Record Level 


“I am firmly convinced that we fac« 
such a condition with almost absolute 
certainty in the not remote future 


Whether it will come within a year or 
two, or be deferred for several years I 
do not for a moment assume to pre- 
dict. But, unless the world plunges into 
hopeless economic -chaos, we are going 
to push up our national production fig- 
ures, and consequently of potential rail- 
road traffic, beyond anything ever 
known before in peace times, and in 
all likelihood even beyond the levels 
reached during the war. When that 
happens business men will not be 
bothering themselves very much about 
rates. All they will be thinking about 


whole. “And for a much 
longer period than that—probably 
at least another ten years—the 
rate of increase in facilities was 
far less rapid than the growth in 
the demands for service occasioned 
by the enormous expansion of our 
industrial and agricultural produc- 
tion,” he adds. 


as a 


The obvious inference from all 
this is that America must enter, 
sooner or later, into a tremendous 
program of railroad expansion. 
Mr. Lee, with other railroad ex- 
ecutives, considers this imperative. 
And although he is keenly aware 
of the vast errors that must be 
corrected before this program is 
fairly launched, he is by no means 
pessimistic. 

“We cannot undo the past,” he 
says, “but we can learn from it,” 
and while probably nothing can be 
done now to obviate altogether the 
coming period of railroad conges- 
tion, which all railroad officers 
foresee, we can at least mitigate 
its severity and “address ourselves 
to the task of assuring adequate 





rail transportation facilities for the 
most distant future.” 

In Mr. Lee’s opinion the day 
f the paid agitator responsible for most 
f the destruction legislation against the 
railroads is gone. He considers that 
the business men of the country, for 
merly thoughtless and indifferent 
toward the fate of the railroads, have 
now come to a full realization that th« 
managers must be permitted t lanage 
before it can expect a return to com 
plete financial health. But he makes a 
point that is new in this connection 


Admitting that business men are now 
willing and anxious to help the rail- 
roads, he warns them against legisla- 
tion intended to be favorable, but which 
is really the opposite because of a lack 
of expert knowledge. 

“T am thankful to say that the hostile, 
repressive, and vindictive spirit of reg 
hopeless while it lasted, has 
(Continued on page 358) 
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Commercial Failures m 1921 






Huge Amount of Liabilities Due to Drop in Prices and Credit Stringency—Large Companies 





HE smash in values in 1921 left a 

trail of wreckage behind it unprece- 

dented in the history of commerce in 
the United States. The casualties includ- 
ed little business men and small partner- 
ships with liabilities of only a few hundred 
or a few thousand dollars to large cor- 
porations with liabilities running into the 
millions. During the blackest part of 
1921 it looked as if the tidal wave of de- 
flation would engulf half the industries in 
the United States. 

There were times when the situation was 
critical for more than one important cor- 
poration whose activities are the interest 
of the entire country. Dark rumors were 
spread concerning the solvency of this or 
that company and when an important con- 
cern was forced into the hands of receivers 
the pessimists wagged their tongues and 


COM1L FAILURES 
Brad ‘ 


» 
x: 
i) 
a 
ra) 
” 
i 
2 
= 


oss oe2s88 


19 20 21 


said “I told you so.” Even important 
banks were regarded as potential failures, 
and the failure of many little banks in 
the West was regarded by some merely 
as the forerunner of a national banking 
collapse. 

Certainly it is difficult to realize that 
we have safely passed this tremendously 
critical era. Yet we have. We are slowly 
emerging from the debris and it will not 
be long before our house is in order. 

Glancing at the attached graph on com- 
mercial failures, one receives the impres- 
sion that the total liabilities in 1921 were 
far greater than in any other year since 
1913. That is quite true. However, that 
amount would have been insignificant were 
it not for the courageous and progressive 
banking support rendered harassed debtors 
throughout the country. Were it not for 
the banks, particularly the Federal Re- 
serve system, it is a safe assertion that the 
aggregate amount of commercial liabilities 
in 1921 would have been many times as 
large. 

More than one important company 
which in ordinary times would have been 
forced to the wall was helped along by its 
banking or even by its commercial cred- 
itors. The banks viewed the situation 
soundly. They knew as well as any other 
interest that if they were to start calling 
in their loans two things in many instances 
would happen: (1) they would not be able 
to collect, and (2) the result would be to 
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force receivership on some of their best 
customers. The final result of such an 
undertaking obviously would only react to 
the detriment of the banks themselves and 
in enlightened self-interest they protected 
their customers to the greatest extent com- 
patible with the interest of the bank itseif. 
Of course, where the situation was hope- 
less, nothing was to be gained by deferring 
action, and in some instances either the 
banks or commercial creditors individually 
or sometimes in concert compelled a final 
show-down on the part of the embarrassed 
debtor and forced him or the company 
into the receiver’s court. The figures in- 
dicated on the attached graph represent, 
in fact, the amount of liabilities which 
could not be avoided. It is also interest- 
ing to note that they by no means indicate 
the amount of failures which actually 





would have occurred were it not for the 
extraordinary measures taken by creditors 
everywhere to protect the interest of their 
insolvent customers, where such action 
held promise of eventual gain to all in- 
terests concerned. ‘ 

The result of the above policy was to 
tide a number of concerns over the water 
which otherwise would have been deeply 
engulfed by their debts. Such companies 
are now slowly extricating themselves 
from the difficulties of the past situation, 
are liquidating their stocks slowly, carrying 
on business, paying debts off little by little 
and in general are getting into shape to 
conduct their business on a sound and 
efficient basis. 


An Illustration 


In a discussion with the director of a 
prominent corporation the writer had the 
occasion to remark that he’ could not see 
how that particular company managed to 
escape receivership, considering the tre- 
mendous difficulties which were being 
faced at that particular time. The situa- 
tion was thus: The company owed about 
$10,000,000 to the banks and a similar 
amount to other companies with which it 
did business. At the same time it had 
about $15,000,000 in inventories which 
were moving very slowly owing to the 
general wave of economy which swept the 
country, and about $7,000,000 in accounts 
payable which it hoped to secure from its 





customers. The latter were also tied up 
and were paying slowly. At the same 
time, both its banking and commercial 
creditors were getting restless. The com- 
pany was slowly succumbing to the situa- 
tion in which it found itself and individual 
creditors were beginning to’ get anxious. 
It looked as if some of them might take 
action. In that case, a receivership was 
inevitable as the company could not possi- 
bly liquidate its assets in time to make a 
settlement. 

Several of the banks to which the com- 
pany owed money were more progressive 
and far-seeing than some of the others. 
They realized that if each creditor com- 
menced to look out after its own interests, 
all would suffer. So they called in a com- 
mittee of all the creditors, banking and 
commercial, and it was arranged that the 
company be given an extension of six 
months in which to pull itself together. 
If, at the end of that time no progress 
had been made, the individual members of 
the committee would be released from 
their agreement and they could take such 
action as they deemed advisable. What 
happened was this: Owing to the general 
improvement in business which com- 
menced with the end of Summer, the 
company made great progress with regard 
to liquidating its inventories, it commenced 
to pay off some of its bank loans and sat- 
isfied some of the more pressing commer- 
cial creditors. It is now slowly working 
out of its embarrassed position and will 
soon be in a position to float a bond issue 
that will fund the floating debt. It will 
carry on its business as usual, continue to 
give employment to its thousands of em- 
ployees, and in other ways continue to 
benefit the company. Eventually the share- 
holders will come in for their share. 

Suppose this same company had not 
been so fortunate with its creditors. It 
would have been forced to the wall. The 
creditors would have received little. Many 
employees would have been dismissed, and 
nobody ‘would have benefited. 

This merely illustrates the position in 
which many companies found themselves 
last year. Where they escapec disaster 
they may well ascribe it to the generosity 
and skilful policy of their creditors. It 
was the first time in the history of this 
country that such a progressive attitude 
was taken by creditors toward debtors on 
such a large scale. Necessity is the 
mother of invention, and it was only in- 
evitable that ways should have been dis- 
covered. of meeting the exigencies of the 
recent situation. 


A Few Large Victims 


It would not be fair to deduce from the 
above that the banks were unduly reckless 
in extending aid. This was certainly not 
the case. The extraordinary measures of 
protection referred to in the above were 
adopted only where there was a possibility 
of ultimately securing the loans made. 
Where there was no hope, no mercy was 
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shown and the receiver’s court and bank- 
ruptcy proceedings were the final outcome. 

In some industries, conditions were more 
precarious than in others. This was par- 
ticularly so in the instance of the shipping 
and sugar companies and other companies 
involved in foreign trade or which were 
unduly affected by foreign competition. 
Such companies showed a very large pro- 
portion of failures. 

As an instance of the effect of foreign 
competition on American business may be 
cited the recent failure of the Ingersoll 
Watch Company. When it is possible to 
import cheap watches from Switzerland 
on a basis to make it absolutely impossible 
for American companies to compete, the 
result is inevitable. The latter are driven 
out of business. In Waterbury, which is 
the chief watch- and clock-raaking district, 
conditions are critical. The factories are 
working on part time where they are 
working at all, thousands have been 
thrown out of employment, markets have 
been lost and, in general, these interests 
have succumbed to the Switzerland. Small 
wonder then that time-honored (if the pun 
is pardoned) companies like Ingersoll 
went under. It is a rather pathetic re- 
minder of the new conditions under which 
we are operating. 


The Drop in Prices 


Prices took such a drop that the busi- 
ness structure was shaken to the very 
foundations. Companies found themselves 
unprepared. The descent was too rapid. 
In few cases did they have a chance to 
get from under. Those who foresaw the 
debacle were very few. 

Companies which had their inventories 
marked at $1,000,000 January 1, 1920, 
found them cut to $500,000 July 1, 1921. 
Not only that, ‘but they were unable to 
sell the goods even at that price. It is 
only lately that they have been able to 
move their goods. Yet the goods had to 
be paid for, even though a loss had to be 
taken. This was about the situation in 
which nearly every business concern found 
itself. 

Under ordinary circumstances the losses 
would not have been so serious a factor 
because the profits of past years would 
have been more than ample to take care of 
such losses. The real difficulty was that too 
many companies over-expanded, not only 
their facilities, but their inventories. They 
bought too much. They, in effect, pyra- 
mided their profits until by the beginning 
of 1921 they were carrying the greatest 
amount of inventories, both in value and 
quantity, in their history. When the crash 
came, it wiped out not only past profits 
but created staggering deficits as well. 


A Lesson 


It is a matter of great importance to 
business men to conservatively estimate 
their merchandise and inventory require- 
ments. Better to lose something by way 
of potential profits than to take unneces- 
sary chances and great losses. It does not 
seem that the underlying principles of 
business are different from the underlying 
principles of investment. To speculate in 
both instances is very often to invite dis- 
aster, particularly where the business man 
or investor is not sufficiently familiar with 
all the tricks of the trade. Yet that is 
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what most business firms did during 1919 
and 1920, only to meet with disaster in 
1921. 

Even very large companies which under- 
took commitments on too large a scale 
were finally forced to pay the penalty. It 
is obvious that the smaller business man, 
with less experience and less by way of 
trade prestige and credit, should take even 
less chances in his business. The smaller 
the business the more conservatively it 
should be run, just as the smaller the in- 
come the greater the care with which it 
should be managed. Everything in pro- 
portion, and with the smaller business man, 
everything in moderation. It is possible 
that the ruinous events of 1921 will not 
be altogether in vain so far as the effect 
on business policy is concerned. If it re- 
sults in influencing business men every- 
where to exercise discretion and not at- 
tempt the impossible, the business struc- 
ture of the country will inevitably be 
strengthened. Essentially, of course, all 
business is speculative. It would there- 
fore be well to modify the speculative ele- 
ment so far as possible. Even in that case 
there would be enough left to satisfy the 
most speculative temperament. 


Conclusion 


What chances has a new business ven- 
ture these days? Considering the large 
amount of capital required to run any 
fair sized business and the extreme com- 
petitive conditions which exist, it is seri- 
ously a problem whether any but the most 
skilful and experienced business men 
should commence a new business. Except 
under extraordinary conditions a man 
with a comparatively modest capital cf 
say $50,000 or $100,000 would probably 
be better off to invest it in some large 
already successful enterprise. The ex- 
igencies of business are too great these 
days to warrant the placing of large 
amounts in new and relatively small busi- 
ness ventures. It would be a hazardous 
undertaking. 

It is significant that by far the greater 
number of business failures last year rep- 
resented mushroom business ventures 
which sprung up during the war and in 
the flush period of 1919-1920. They were 
not able to compete with the older and 
better established concerns and even while 
some of the latter had to give way to the 
depressing circumstances of last year, most 
of them are still alive and continuing busi- 
ness though on a modified scale. 

It is safe to say that business men have 
been thoroughly chastened by the events 
of the past year. They have learned that 
it does not pay to risk too much and in 
learning that they have learned a great 
deal. The results are already apparent. 
New commitments are entered very care- 
fully. Prices are an important subject of 
discussion. Greater efforts are made to 
please customers and satisfy them in every 
proper way. Consequently a new and 
friendlier business atmosphere is develop- 
ing. It cannot help but greatly improve 
conditions everywhere. From this new 
air of conservatism will spring a feeling 
of sound optimism that will eventually 
chase away the existing gloom. 

Under present conditions it is to be an- 
ticipated that extreme competition will 
prevail for a considerable period. The 





larger interests are girding their armor 
for the coming fray and are bending all 
efforts toward securing a lower operating 
cost basis. It is inevitable that efficient 
competition of this sort will disturb the 
less efficient concerns in the respective in- 
dustries. For that reason, it is possible 
that at least during the earlier part of the 
year the volume of business liabilities will 
be on a high level owing to the embarrass- 
ments probably to be met by the smaller 
concerns. 

It is doubtful that many large and im- 
portant companies will be in default in 
1922. Most of these companies have al- 
ready been greatly strengthened in their 
financial position, their credit facilities are 
larger, prices have been cut nearly to the 
possible limit, inventories have been writ- 
ten down nearly as far as they will have 
to be, the money market is in better shape 
and generally they are in a position to 
resist competition. Broadly speaking, the 
smaller business interests will show a 
larger ratio of commercial casualties than 
the more important aggregations. Such 
has been the situation in 1921 and from 
present indications, this situation will not 
be changed at least in the early part of 
1922. 

A phase of the situation that is most 
important in estimating the future pos- 
sibilities of large commercial casualties 
is that many organizations which would 
now be in default are being protected 
from the embarrassments of such a situa- 
tion through the support rendered them 
by their bankers. There are a number 
of companies nominally solvent simply 
because their bankers have grouped to- 
gether behind these companies and are 
extending aid. 

The question is: how long such aid can 
be extended? Are the banks in a position 
to indefinitely continue extending loans 
to large enterprises now in difficulties on 
account of the inability of their customers 
to buy or even pay for goods bought pre- 
viously or for other reasons such as 
losses on inventories or the tying up of 
inventories? It would seem that such 
support could be rendered more easily 
during 1922 than 1921. However, it is 
seriously a question whether the banks 
will not urge some of their company cus- 
tomers to fund their floating indebtedness 
where the opportunity for such action 
occurs. 

Undoubtedly .this year will see a con- 
siderable amount of financing of this sort. 
There are already signs that the funding 
of floating corporate debts is about to 
take place. The money market has 
greatly improved, confidence in securities 
has been established and business condi- 
tions have bettered. In these circum- 
stances, it would seem that a number of 
companies now in difficulties will be able 
to extricate themselves within the year. 
On the other hand, small firms not in a 
position to fund their debts will probably 
continue to face difficulties in almost the 
same measure as last year. The outlook 
is consequently more in favor of the large 
companies than those of small size. 

It is also likely that some of the weaker 
companies will consolidate thus strengthen- 
ing their ability to meet the new competi- 
tive conditions. This would prevent a 
number of failures otherwise almost in- 
evitable. 
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HE revival of business and the re- 
duction of taxation wait on the 
outcome of the limitation of arma- 

ments conference. Six weeks ago today, 
December 24th, when these lines are being 
written, the conference actually opened for 
business’ with a flourish of trumpets which 
resounded around the world. The trum- 
pet call was loud and clear. There was 
no mistaking its meaning. Business mer 
and financiers the world over were buoyed 
with hope that great results would follow 
the straightforward enunciation of the 
program before the conference. 

Before these lines will be generally read 
throughout the country, if they are read 
at all, eight weeks at least will have 
elapsed since the first meeting of the con- 
ference. The year, 1921, will be merged 
into the eternal past; the new year, 1922, 
will be on the threshold of its possibilities. 
What better time to sum up the actual 
accomplishments of the arms conference? 
What better time for looking into the 
future with a view of ascertaining, it 
possible, the prospects of improved busi- 
ness, taxation, and financial conditions as 
a result of its work? 

This is the task set before me—a task 
fraught with hope and winged with opti- 
mism. As an ancient proverb puts it, so 
an anxious world feels today, that “Hope 
deferred maketh the heart sick; but when 
the desire cometh, it is a tree of life.” It 
is in anticipation that the New Year will 
bring new hope and new life to a war- 
sick, suffering business world that I 
cheerfully proceed to the task of analyz- 
ing the entire arms conference situation. 


The Conference and Its Program 


Two programs were announced: (1) 
The reduction of armaments in order to 
decrease taxation; and (2) the settle- 
ment of the Far East problem for the 
purpose of having an open door for 
American commerce in that part of the 
world. 

Now, what is the present situation as 
to both of these programs?  Bluntly 
speaking, neither has yet been accom- 
plished. 

It is true that a tentative agreement 
was reached between the United States, 
Great Britain and Japan as to the limita- 
tion of naval armaments, particularly bat- 
tleships, in the Pacific. But certain 
European nations, particularly France and 
Italy, are now contending for what they 
regard as their proper quota of battle- 
ships and cruisers; while Great Britain is 
seeking to abolish altogether the use of 
submarines in any future warfare. 

The latest information from Paris is to 
the effect that Premier Briand has notified 
Ambassador Jusserand in Washington to 
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accept for France the capital ship ratio 
suggested by the conference. But the 
representatives of France are instructed to 
maintain her position regarding subma- 
rines and coast defense ships on the 
ground that France needs them for her 
security. 

Thus it will be seen that the European 
1aval problem is really proving more 
lificult of solution than that of the 
Pacific. In fact, it is generally believed 
that, in dealing with the European naval 
situation, the most critical period and 
work of the conference have been reached. 
The hardest nut to crack will probably 
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Senator Reed, known as one of the most 

eloquent of Senators, is one of the most 

severe critics of the Arms Conference 

and has joined forces for the time being 
with Senator Borah 


be the problem of the use of the subma- 
rine. The French, Italian and Japanese 
delegations have already declared in pre- 
liminary statements their opposition to the 
abolition of submarines in warfare, but the 
American delegation has not yet made 
reply to the British proposals. At the 
same time there is a feeling of optimism 
abroad among the delegates that the con- 
ference will be able to deal satisfactorily 
with the whole European naval situation 
in the future. 

The settlement of the Far East problem 
has thus far crystallized in what is known 
as “The Four Power Treaty.” This dis- 
places the Anglo-Japanese pact. The new 
treaty between the United States, Great 


Britain, France and Japan practically 
guarantees to each other recognition of 
their right to the islands of the Pacific 
which by mandates and otherwise have 
fallen under the domination of the respec- 
tive powers. They agree to protect these 
islands against aggression by any other 
power. 

So far as the United States is con- 
cerned, this treaty with the other powers 
will have to be ratified by the Senate. 
Consequently I will not take up space with 
its detailed provisions, for there is no 
telling what will happen to it when it 
passes through the furnace of senatorial 
discussion. And, unless the writer is 
grievously mistaken, it will be a very fiery 
furnace into which this treaty will be 
thrown. For Senators Borah and Reed 
have already taken the lead in opposition 
to the new pact. They’ began as soon as 
the provisions of the new treaty appeared 
in the daily press. It may be several 
weeks before the treaties are formally 
submitted to the Senate for ratification, 
but what will happen then has been fore- 
shadowed by the speeches already made 
against ratification of this pact. 

But the four-power treaty will un- 
doubtedly be ratified sooner or later. Ad- 
ministrative leaders insist that the move- 
ment against the treaty shows no promise 
of success. Other Senators, however, 
have indicated that they were preparing 
reservations and amendments for presen- 
tation when ratification is officially pro- 
posed by the President who is expected to 
submit with the treaty the reservation at- 
tached to the document when it was signed 
by the American representatives. This 
reservation is that internal domestic ques- 
tions, such as immigration, shall be held 
not to come within the provisions of the 
treaty. 


The Economics of the Situation 


Presentation of the four-power treaty 
to the Senate will undoubtedly be deferred 
until the other broad and general objec- 
tives of the conference have been drafted 
into specific agreements which will be 
offered to the Senate for confirmation as 
a complete program. This will take time. 
In fact, no one can now foresee how long 
the conference will be in session and what 
real specific agreement will be reached. 

In the meantime two matters of primary 
importance to business and finance the 
world over wait upon the dissolution of 
the armaments conference. It is not like- 
ly that this conference will consider either 
the question of business conditions or the 
stabilization of foreign exchange. Never- 
theless, the conference had not been in 
session a week before pressure was 
brought to bear on the administration to 
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call an economic and financial conference 
with a view of seeking a solution to the 
great problems of international trade and 
monetary exchange. 

Now, if we carefully analyze the situa- 
tion, we are confronted with the question 
as to what are the real aims of the arma- 
ments conference. Is it not to preserve 
the peace of the world and to promote 
national prosperity? Is it not to cut out 
needless government expenditures and 
thereby reduce the burden of taxation? 
Are not the ultimate aims of the con- 
ference strictly economic and financial? 
And can the world make progress or even 
become normal until these aims are real- 
ized? To procure for business better op- 
portunities and to relieve millions of 
people who are still suffering from ex- 
cessive taxation as a consequence of the 
World War—these, it seems to me, are 
the real and lasting fruits which must be 
the outcome of this conference or it will 
have signally failed. 

Unfortunately, the direct results of the 
conference up to the present time have not 
been for practical economy and improve- 
ment in national financial conditions. 
There seems to have been a grave mis- 
conception of the economics of the situa- 
tion. Constructive work of any kind, even 
on war-making appliances, has its redeem- 
ing features. It puts money in circulation 
and this helps domestic trade. The pro- 
duction of raw materials from mines, 
their transportation to manufacturing 
plants, their elaboration into finished parts, 
their construction into mammoth fighting 
machines—these are means of giving em- 
ployment to thousands of workers for the 
support of their families. 

Where constructive employment is thus 
given it is not wholly a waste of human 
effort. At least it has not been so in the 
past. Employment is the best antidote to 
social unrest. The nations today are suf- 
fering from a lack of constructive work, 
and real statesman is he who recog- 
nizes this truth and is preparing in his 
mind a new plan of national action for the 
future. Constructive work for national 
welfare has been too little considered in 
the past. Social organization has not been 
developed in those directions as it ought 
to have been, and the world is now pay- 
ing the penalty in depressed business and 
high taxes. To correct the errors of the 
past without undue hardship is our present 
great economic task, but the armaments 
conference has not that problem outlined 
in its program. Hence the business world 
will be disappointed if it is looking for- 
ward to any really direct benefits from the 
deliberations of the conference. 

The same holds true as to the prospects 
of any immediate reduction in taxation. 
Appropriations for the construction of 
hattleships have already been expended and 
Congress has provided for the army and 
navy personnel for the present fiscal year. 
In fact, it has ‘been officially stated that, 
with the scrapping of American battle- 
ships according to the agreed quota, there 
will still be need for all officers and en- 
listed men to properly man the ships re- 
tained in commission. There is little sav- 
ing to be expected in government expendi- 
tures from this point of view. 


the 


A Proposed Financial Conference 


Must we, then, be pessimistic over the 
outlook as to the direct beneficial results 
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of the Washington conference? By no 
means. A spirit of optimism is abroad as 
a result of a proposal which is indirectly 
connected with this international gather- 
ing. This new star of hope is more finan- 
cial than economic in its ramifications. 

A movement is on foot to have the ad- 
ministration call an international financial 
conference in Washington for the purpose 
of seeking a solution not only of our own 
economic and financial troubles, but also 
those aaicting other nations as well. At 
irst there was some doubt as to the ad- 
ministration’s attitude toward the matter, 
but now all doubt may be practically set 
aside. For only a few days ago Senator 
France, of Maryland, introduced in the 
Senate a joint resolution which authorizes 
the President to call an international eco- 
nomic and financial for the 
discussion of economic problems and ques- 
tions of international finance, particularly 
the problems created by the outstanding 
obligations between certain of the nations 
as the result of the World War. This is 


conference 














Senator Borah, in his usual forcible and 

striking manner is making his influence 

felt in opposition to one of the proposals 
of the Arms Conference 


a real star of hope for the improvement 
of international commerce and finance the 
world over. 

There are those who have 
advent of such a conference from sheer 
business necessity. It is now too well 
recognized to need argument that business 
is the life-blood of the social organism 
Business keeps the machinery of our 
economic and financial life in motion. 
Business provides funds for the operation 
of government. But today, as a result of 
war, the cost of government is reflected in 
high taxes which have to be chiefly borne 
by the business of the country. Hence, 
the high cost of government is surely tax- 
ing business to the point of death. 

To bring new life to business is the 
anticipated result of an international eco- 
nomic and financial conference. There is 
no other untried remedy. The sooner it 
can be assembled the hetter it will be for 
our national welfare. It is.even with us 
not so much a question of selfishness, but 
of actual business self-preservation. 


foreseen the 





Domestic and Foreign Trade 


The relations of our entire national life 
are so intimately associated with domestic 
and foreign trade that we should gladly 
welcome any governmental efforts seeking 
to improve these relations. The foremost 
financiers of our country recognize it 
This is shown by the following paragraph 
which is the opening statement in the 
Federal Reserve Bulletin for December, 
1921: 

“Current developments are making it 
increasingly clear that economic recovery 
must await restoration of foreign trade, 
and that improvement in foreign trade will 
involve two factors—a rectification of cur- 
rency and exchange conditions as between 
countries and a decided improvement in 
budgetary conditions abroad.” 

But what is true of foreign trade is 
also equally true of domestic trade. With 
a population rapidly approaching 110,000,- 
000 who must be fed, clothed, housed, and 
kept employed, our domestic trade rela- 
tions constitute about 80 per cent of all 
ur national activities. In this connection 
our own government budget is of great 
importance as it affects business and tax- 
ation. The administration is making 
strenuous efforts to balance our national 
budget recognizing its vital importance to 
prosperity This is our own 
problem no less than of foreign countries. 
During the past year in most European 
countries by far the largest part of na- 
tional revenues were devoted to the de- 
velopment of armaments, and this in turn 
prevented the various governments 
trom restoring their budgets to equilib- 
rium. The consequence is they have been 
compelled to rely largely upon short-time 
borrowing in efforts to meet current obli- 
ations, 


l usimess 


has 


Notwithstanding the practically negative 
results of the armaments conference to 
there is hope of positive results for 
the improvement of business in the forth- 


date, 


coming international financial conference 
in Washington. I say “forthcoming” ad- 
visedly. There is no longer a shadow of 


a doubt that such a conference will be held 
in the near future. 

The nations are awaking to the real 
situation for business improvement. Our 
government has already accepted an in- 
vitation of the allied governments to be 
represented at a conference to be held 
abroad, at which the whole subject of ex- 
change and its relation to international 
trade revival will be examined. This is 
the most important step in the direction 
of financial and trade readjustment which 
has been proposed since the armistice. 
The conference, if successful, will have a 
far-reaching effect on the revival of busi- 
ness in the United States and particularly 
in the restoration of markets for the sale 
of American agricultural and industrial 
products. 


Economic and Financial Reconstruction 
From experience derived by attendance 
at the European conference, our country 
will be in a position to take the lead in 
formulating a plan of world-wide eco- 
nomic and financial reconstruction. For 
such a conference our business men, bank- 
ers and investors have long been waiting. 
The first step will be to work out a plan 
for stabilizing foreign exchange. 
There are those who contend that this 
(Continued on page 360) 
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CTIVE trading during the past 
A year in bond issues of American 

railroads issued abroad and pay- 
able in more than one currency is a 
reminder to the investor in this country 
of the days when our great railroad and 
industrial organizations had to call on 
the surplus capital of Europe to finance 
their requirements. While today 
Europe looks to the United States in 
the hope that our surplus capital will 


Opportunities i in American Securities Payable 
in Foreign Currencies 


American Railroad Bonds, Issued Abroad and Payable in Francs or Sterling, Have Interesting 


Possibilities 
By THOMAS B. PRATT 


securitiés of South American and 
European countries issued in sterling. 
Finally, owing to the movements of 
various foreign exchanges, the market 
has extended to the multiple-currency 
issues. The latter provide the investor 
with a speculative possibility of profit 
through the advance in rates of two 
or more currencies. 

Coincident with the growing interest 
in foreign currency bonds, the Ameri- 






a speculative feature, due to the cur- 
rencies in which it is payable—francs 
and sterling—but this feature has been 
considered by many investors as an 
added attraction. 

This loan was brought out in Paris 
and in London and the bonds are pay- 
able in either francs or sterling at fixed 
rates of exchange. A 500 franc bond 
is equivalent to £19:15s. The total 
amount originally issued was 250,000,000 








be poured into the industries of her can investor developed an interest in francs or £9,875,000. At the present 
countries and thus accelerated time there is outstanding in 
a return to normal conditions, a — ™ the hands of the public about 
we have in the few remaining 84,000,000 francs or £3,318,000. 
outstanding loans of American Central Pacific European 4s The Southern Pacific Com- 
industries an object lesson not pany has purchased for its 
only of the uses of capital, The following table shows Ge dir extaty value, principal own account’ considerably 


but also of its responsibilities. 
A Memorable Bond Market 


The latter half of 1921 will 
doubtless remain an import- 


s : seney Bend to Sowe om eunct yisie, for the rensen Ghat there 
ant chapter in the history of ee Se sto ae ee, a ee S 
finance for many years to will be cashed. The yield figures given in thie table, thoreiore, 


come. It was a period of 


extensive activity in which Sterling og 5 Fr. Bond 
igh- r t $63 $65 
the demand for high-grade Maturity Value .................. $4.20 $3.96 83.86 
investment bonds continually Principal Increase ie ae Seana 22.06 20.06 
t Income ........ 3.32 3.32 
exceeded the supply. The Flat Rate Income %............ 5.44 5.27 
source of investment capital Approximate Yield to Maturity 6.10% 5.86% 
seemed to be inexhaustible. 
. Maturi I  Cuisceegineieece 44 87.61 87.01 
The United States has had ae. -» 2661 24.01 
big bond markets in the past | - gh —_ w bcoccecvece rr rf 
—in pre-war times. But te Yield to Maturity 6.44% 6.22 
: i r 
every year it was necessary Maturity Value ................ 4.60 90.97 90.97 
to call upon the surplus capi- Principal Increase ............... te 2997 = 27.97 
r re- Dollar Amount Income........... eae 3.63 3.63 
tal of Europe to meet ou Flat Rate Income %............. 595 5.76 
quirements. The amount of Approximate Yield to Maturity 6.77% 655% 
capital invested by Americans 
> 0 a ee ‘ 
in the five years before the = Bo i peticeneasiaen “en Sl 
y y illion Dollar Amount Income...... ..... 3.84 
bed averaged two o Flat Rate Income %............. 6.30 6.10 
dollars a year, but this was Approximate Yield to Maturity. 7.20% 696% 





insufficient. Today there are 


increase, flat income rate and 
at various rates of of t 
Franc Sterling 4% loan of 1911, i a 1, 1946, at $61 per 
ae Fes. 500 and $65 per Each F: 


Fes. 500. 
is equivalent to f19:158, bears two 


are of value for comparative purposes 


te yield to maturity 
Central Pacific European 


Fes. 500 


two semi-annual 
their equivalent in Y of Ty ge ay 
£0:15s:944d, wh: 
a 


over one-half of the amount 
originally issued. 

The Central Pacific owns 
2,289 miles of main line track 
and is one of the original 
lines of the Southern Pacific. 
Together with connecting 
lines east of Ogden, Utah, it 
forms the shortest transcon- 
am tinental line in the United 
18.06 States, and is also the short- 


= est route between San Fran- 
5.65% cisco and the East. Its lines 
are the only connecting link 
87.01 - 
201 between San Francisco, the 
3.47 Southern Pacific lines south 
5.34 - 4 
6.97% of San Francisco, and points 
eosr in Oregon and Washington. 


25.97 The Southern Pacific owns 


= the Oregon and California 
6.30% Railroad, but the lines of that 
96.11 road can be reached from the 
31.11 South only over the tracks 
ry of the Central Pacific. 

6.73% In addition to the uncondi- 


tional guarantee by endorse- 
ment by the Southern Pacific 











many more bond buyers in the 








United States than at any 

period in the country’s history, with the 
exception of the days when Liberty Loans 
were being issued. 

The amount of capital available 
for investment is increasing and 
not only are our investors buyers of 
American securities, but they are also 
large purchasers of foreign securities 
—both dollar and foreign currency 
bonds. 


Foreign Currency Bonds 


Perhaps one of the most interesting 
developments of the past year has been 
the growth of American interest in 
foreign currency bonds. This move- 
ment started in the purchase of British 
and French Governments internal se- 
curities, 

There soon 
an important 
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developed, however, 
market for external 


American securities issued in currencies 
other than the dollar. Most of these 
securities had been returned to the 
United States during the war as col- 
lateral for advances by American bank- 
ing interests, but there were a few that 
were well scattered over various coun- 
tries and among these were the French 
issues of three important American 
railroads. These were the Central 
Pacific 4s of 1911, which are due in 
1946; the New York, New Haven & 
Hartford 4s due April 1, 1922, and the 
Chicago, Milwaukee & St. Paul deben- 
ture 4s due 1925. 


Central Pacific European 4s 


Of the three loans mentioned above, 
the Central Pacific 4s of 1911 stand out 
as a premief investment. It is true that 
to the American holder this issue has 
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Company, these bonds are 
secured by a deposit of securities 
of subsidiary and affiliated companies, 
the par value of which amounts to $83,- 
985,800. These securities represent 
practically the entire ownership of the 
principal lines of the Southern Pacific 
in Texas and Louisiana and of the 
Oregon and California Railroad, the 
Southern Pacific’s line in Oregon. 
Among them also are $35,000,000 capi- 
tal stock of the Southern Pacific Rail- 
road, which owns the company’s lines 
in Southern California, Arizona and 
New Mexico. 

The strategic position of these va- 
rious lines in the Southern Pacific Sys- 
tem materially enhances the strong 
position of the European 4s of 1911. 
The loss of these securities pledged as 
collateral for this loan would vitally 
(Continued on page 354) 

























































Money, Banking and Business 


Corn As a Business Barometer 


The Influence of Low Corn Prices on the Purchasing Power of the Agricultural Community—The 


corn has been one of the contrib- 
uting agencies in the fall of agri- 
cultural purchasing power. Commercial 
travelers returning from the Corn Belt 
report that farmers, particularly those 
who are chiefly engaged in raising corn, 
are reluctant to buy even necessities for 
the simple reason that they are not re- 
ceiving enough for their corn to pay even 
the cost of production. Considering that 
about 110,000,000 acres of land are de- 
voted in this country to corn-growing, 
from which an average crop of 3,000,000,- 
000 bushels is extracted annually, it will 
be seen that the failure of the population 
operating this acreage to receive even the 
cost of production for their product has 
a limiting effect on purchasing power at 
large. Certainly the corn crop is one of 
the great wealth-producing factors of the 
country and with a large part of it, under 
present conditions, sold at a loss, the re- 
sult must work considerable hardship on 
the corn-growing population and, conse- 
quently, on the industries dependent for 
the sale of their goods on that population. 
In Iowa, for example, which is the 
largest corn-producing state of the coun- 
try, conditions are particularly acute. 
Practically the entire state is dependent 
on a good market for corn and with 
prices now down to an unprofitable point, 
there is very considerable financial distress 


[ Veuek ton toe the low price of 


among the farmers, with the result that’ 


the state’s purchasing power has been 
largely curtailed. The same is true, 
though not to so great a degree, perhaps, 
of other states such as Nebraska, South 
Dakota, and the agricultural sections of 
Illinois, Indiana, Missouri and Minnesota 
—in fact, in every other section of the 
country where corn forms a chief staple. 

Corn is now selling around 50 cents a 
bushel, which is even lower than the aver- 
age price in the pre-war period. The re- 
sulting situation, moreover, is aggravated 
by the fact that the farmer does not ac- 
tually receive 50 cents a bushel for his 
corn but, on the average, a sum about half 
this amount. Deductions have to be made 
for the large freight charges and for 
other expenses incidental to the selling 
end of corn-growing. Farmers, on the 
average, do not receive more than 30 
cents a bushel for their corn. It is un- 
profitable to sell at this level and the con- 
sequence is that the farmers are either 
tied up with their product or are actually 
selling at a loss. 

Of course, a good share of the corn crop 
is fed to hogs and where this is the case 
a moderate profit can be secured, even 
these days. Ten bushels of corn wil! make 
100 pounds of hogs, and 100 pounds of 
hogs will bring the farmer about $6, 
whereas 10 bushels of corn will barely 
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Prospect for Higher Prices 


bring him $3. The tendency, therefore, 
has been to feed corn to hogs rather than 
to sell in the market. However, this, un- 
der no circumstances, could account for 
the bulk of the crop. Even considering 
the hog end of corn-raising, it is extremely 
unlikely that the average price received by 
the farmers for their corn is sufficient to 
pay expenses. 

One of the direct results of this situa- 
tion has been seen in the poor showing 
of the mail-order houses. This industry, 
to a great extent, is dependent on the pur- 
chasing power of the farming community 
and if surrounding conditions make it im- 
possible for the farmer to grow at a profit, 
the business interests directly dependent on 
him are also bound to run their business at 
a loss. Viewed from this angle, there is 
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same. The wheat grower in few instances 
is able to make a large profit. However, 
prices are still at a level to enable him 
to at least pay for all his expenses and 
perhaps leave him a little over with which 
to buy needed things. While there has 
been a very large reduction in his pur- 
chasing power, he is still solvent and cer- 
tainly his situation is not deplorable 
The situation in oats resembles more 
closely that of corn. Here we have a very 
large crop with a very poor market at low 
prices. The grower of oats is losing 
money as in the case of the corn-grower 
and this must be estimated as one of the 
important factors in the lower buying 


power of the farmer 
The corn crop, however, is the principal 
crop so far as size or money value is con- 
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a very direct relationship between the fact 
that corn sells for 50 cents a bushel and 
the fact that Sears, Roebuck and Mont 
gomery Ward were compelled to omit divi- 
dends on several of their stock issues. 


Corn as a Barometer 


Of course, corn is not the only staple 
grown in the country. There is wheat. 
cotton, oats, etc. The question may then 
be raised why corn should be regarded as 
a good barometer of business conditions 
and not the other agricultural commodi- 
ties. This question can be answered by 
discussing each of the principal crops in- 
dividually. 

The cotton crop, of course, is a sectional 
output. It is grown only in the South 
and principally affects the South. The 
South of course is an important part of 
the country and its financial condition 
plays a great part in the national business 
situation. The fact is, however, that cot- 
ton prices -have by this time advanced to 
a point where the grower is able to make 
a profit or at least average on his last 
year’s losses. The cotton situation there- 
fore is not contributory to so great an 
extent as formerly to the present curtailed 
buying power. 

The situation in wheat is not quite the 


cerned. For example, the 1921 crop of 
wheat, grand total, was about 750,000,000 
bushels with a value at present market 
prices of about $800,000,000; the cotton 
crop was about 8,000,000 bales worth about 
$700,000,000 ; the oat crop of 1,000,000,000 
bushels is worth about $400,000,000. The 
corn crop of 3,100,000,000 bushels has 
a value of about $1,600,000,000. Thus 
the corn crop is the most valuable of all 
the principal crops. It is for this reason 
that it is the most important as a guide 
to business conditions, especially, because 
it is not limited to any particular section 
of the country but is grown all over. It 
is the true national crop, more so even 
than wheat 


The Outlook for Corn Prices 


Now the question arises as to what is 
the outlook for corn prices. There are 
many factors which enter into the situa- 
tion. First of all is the statistical position 
of the commodity. This is admittedly 
poor with a very large surplus of stocks 
on hand, unsalable under present condi- 
tions. However, this very situation will 
cause a rectification. Growers of corn 
will not endure a situation for long in 
which they are compelled to take losses 
on their product and receiving no profits 


309 












from corn very likely will turn to some 
more immediately profitable enterprise. 
The consequence is that considerable corn 
acreage will be abandoned next year with 
the result of a small crop. 

There are other factors to consider, 
however. One of them is that wheat is 
slowly developing in strength owing to its 
favorable world position and a rise in 
wheat inevitably must bring corn prices 
up. Incidentally, a grant of $20,000,000 
has been made by Congress for the pur- 
pose of relieving the crop situation in 
Russia and a great share of this fund will 
be devoted to the purchase of corn. 

The export movement has already 
reached large dimensions and this will 
probably continue next year. The low 
price of corn has been found very attrac- 
tive by foreign consumers in comparison 
with the relatively high price of wheat; 
and corn, consequently, is beginning to de- 


velop considerable partiality among na- 
tions who have never previously consumed 
the commodity in large quantities. 

Finally, legislative action permitting 
corn-growers to receive financial aid from 
the War Finance Corporation should 
eventually have a good effect on prices. 

Viewed broadly, therefore, despite the 
unusually large crop remaining to be sold, 
the outlook for corn is not altogether un- 
favorable. Most likely the average price 
for 1 will be above that of 1921. 

An increase of only 20 cents a bushel 
would return a profit to the farmers on 
the corn yet to be sold. It would greatly 
increase his purchasing power and con- 
sequently would aid the business interests 
in time. 

The slump in the purchasing power of 
a large part of the agricultural population 
is directly traceable to the low price of 
corn and to the same extent the reduced 





How Much Less Will Your Income Tax Be Under 


New Revenue Act? 





volume of business in connection with 
concerns that sell to the farmers is at- 
tributable to the low price of corn. This 
factor, of course, is accentuated by the 
low price of wheat, oats, etc. 

It is logical to deduce that a material 
increase in the price of corn would re- 
lease greater buying power and would 
stimulate trade generally. A very large 
class of industrial companies has been 
affected by the slump in corn prices. 

These include the mail-order houses, the 
harvester machinery companies, fertilizers 
companies, automobile and tire companies 
and many others. Until the purchasing 
power of the farmers has been largely in- 
creased these industrial interests neces- 
sarily face a more or less uncertain period. 
It is for that reason that the price of corn 
commands such interest. Its future must 
necessarily be a good guide to business 
conditions at large. 





What Surtax Reductions Will Amount to—How Corporations and Individuals Will Fare—Effect 





INCE the passage of the new 
S revenue act, it has often been said, 

“I know Congress has enacted a 
new income tax law, but just how does 
it affect me. May I expect to pay less 
taxes than before?” The answers to 
these questions depend upon two fac- 
tors: the amount of income and the 


of Changes 
By LYLE T. ALVERSON 


Member of the Bar of District of Columbia; Author of “American Income Tax Cases’’; 
Writing a series of articles on Income Tax for The Magazine of 


Wall Street, of which this is the third. 


March, 1923, unless Congress enacts 
further tax legislation before that time 
—a remote contingency. The rates 
applicable to 1921 income are exactly 
the same as those applicable to income 
for 1920; the rates applicable to 1922 
income are somewhat lower. No relief 
whatever, so far as rates are concerned, 








Incomes from 


rate by both laws, 





TABLE I.—HOW SURTAX RATES WILL BE LESSENED. 
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*That part of any income greater than $32,000 and less than $34,000 is taxed at the same 


New surtax 
rates (effec- Number of 
Old surtax tive in 1923 percentum 
rates computation) less 
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rates at which taxable. The latter may 
be ascertained with some degree of 
certainty. 


What Individuals May Expect 
Individuals may expect no substantial 
lessening of Federal income taxes be- 


cause of lower rates when making their 
returns either in March, 1922, or in 
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will therefore be available when mak- 
ing returns next March. 

When computing taxes in March, 
1923, however, the surtax rates ap- 
plicable will be somewhat less than 
those applicable to the computation re- 
quired in March, 1922. As has been 
heralded in the newspapers, the maxi- 
mum rate collectible will be 50% on 
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incomes over $200,000, instead of 65% 
now collectible on incomes over $l,- 
000,000. The surtax levied on each of 
the respective “brackets” of income, 
i. e, the step-by-step divisions into 
which incomes are divided for the pur- 
pose of computing the tax, will be 
slightly less under the new rates, in 
force for the first time when making 
the computation required in March, 
1923, than they now are. 

For example, an individual with an 
income of $1,000,000 or over will then 
compute his surtax by using a rate 
lower by 15% than that now prevailing. 
Necessarily, this fact is more interest- 
ing than vital to most taxpayers. 

Individuals with incomes ranging 
from $20,000 to $100,000 per annum will 
pay a surtax computed at a rate exactly 
one percentum less in 1923 than will 
be used in the computation made in 
1922. 

Incomes ranging between $8,000 and 
$20,000 per annum will be favored by 
a surtax rate two percentum less than 
the present rate, while incomes of $5,- 
000 to $8,000 will carry a burden 
lighter by one percentum than that im- 
posed at present. 

Incomes of $5,000 per annum and 
less will be subjected to the same rates 
as at present, i. e., normal tax rates 
only, but the amount of tax payable 
will be substantially less because of 
greater credits granted. 
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The Lessening in Surtax Rates 

The extent of the lessening in surtax 
rates under the new law is better indi- 
cated by Table I presented herewith. 

A cursory study of this table will in- 
dicate that only the surtax rates ap- 
plicable to incomes of $200,000 per 
annum and over are_ substantially 
lowered by the new act, commencing 
with the 1923 computation. Such re- 
duction is, of course, based upon the 
premise that higher rates of taxation 
on incomes of that size would force 
investment in non-taxable securities, 
and that such rates would thus defeat 
their own ends. 

The great majority of individual 
Federal income taxpayers have incomes 
less than $100,000 per annum; the re- 
duction of surtax rates granted to them 
is in no case greater than two percen- 
tum. It is obvious that the reduction 
in surtax rates is of no great importance 
in that the total tax payable in 1923 on 
a given income will be but compara- 
tively little less in dollars and cents 
than that payable in 1922, or earlier 
years. 

There are more individual surtax- 
payers with incomes between $5,000 and 
$20,000 per annum than in any other 
classification of like range. The surtax 
payable on such incomes varies from 
nothing to six percentum under the new 
rates, first applicable to the computa- 
tion of tax in 1923. Since the normal 
tax (which in every case is collectible 
in addition to the surtax) is levied at 
the rate of eight percentum on incomes 
greater than $4,000 per annum, the ma- 
jority of taxpayers are or should be as 
much (or more) interested in the 
normal tax rate as in the surtax rates. 
The new revenue act provides for no 
change in the normal tax rates. 

Credits 

Every person is allowed certain 
“credits” against his total net income 
which operate to shield so much of it 
from taxation at the normal tax rates. 
Under the new law, in the case of un- 
married individuals not heads of 
families, the credit is $1,000; in the case 
of married persons living with husband 
or wife, or otherwise heads of families, 
the credit is $2,500 if the total net in- 
come does not exceed $5,000. If it does 
exceed $5,000, the credit is $2,000. An 
additional credit of $400 is granted to 
each taxpayer for every person depend- 
ent on him, who is less than eighteen 
years of age, or incapable of self-sup- 
port because of physical or mental de- 
fects. Of the foregoing credits, the 
extra $500 allowed to heads of families 
with incomes less than $5,000 is new, 
and the credit for dependents has been 
increased from $200. 

The changes in the amounts and con- 
ditions of the credits became effective 
upon the passage of the new act; any 
benefit to be derived therefrom will 
therefore be effective when making the 
next computation of tax, that is, in 
March, 1922. 

The changes in the revenue law 
which have been discussed, and the ef- 
fect they will have in actual cases, can 
best be summarized by a comparative 
table showing the computation of taxes 
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on incomes of representative size. Such 
a computation is contained in Table II. 

Thus the additional credits provided 
by the new law, as compared with the 
credits allowed under the old law, will 
result in the reduction of tax payable 
in 1922 by sixteen dollars for each de- 
pendent of a person with an income 
more than $4,000 in excess of credits, 
and of eight dollars for each dependent 
of a person with an income less than 
$4,000 in excess of credits. Heads of 
families with net incomes less than §$5,- 
000 will benefit by an additional reduc- 
tion of tax to the extent of twenty 
dollars. The additional credits together 
with the lowered surtax rates will effect 
a saving of tax payable in 1923 from 
thirty-six dollars, for a taxpayer the 
head of a family with two dependents 
and with an income of $4,500, to $882 
for a taxpayer of the same class with 
an income of $50,000. Heads of families 
with incomes less than $2,500 plus $400 


of less than $25,000; corporations with 
incomes greater than $25,000 are denied 
any comparable credit. 


Partnerships 


The new revenue act, like the old, 
recognizes the principle that a partner- 
ship is but an aggregation of individuals 
and not a separate entity. Partnership 
profits are therefore assessable to each 
individual partner in accordance with 
his interest in the firm. Since individual 
tax rates may easily exceed 12%%, it 
is clear that profitable unincorporated 
businesses may bear a tax burden sub- 
stantially in excess of that assessable 
against like businesses operated under 
the corporate form. The remedy is 
obvious. 

The provisions of Section 220 of the 
revenue law, which was amended to 
some extent by the new act should be 
mentioned here. That section is meant 
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Net income 
| Normal tax* (old law) 
Normal tax* (new law) 
| Surtax (old law) ......... 


Total tax (old law) 
Total tax (new law) 


Net reduction 


Surtax reduction (effective 1923 payment) 


TABLE II.—EFFECT OF CHANGES. 


| Comparison of taxes of individuals with incomes of $4,500, $7,500, $15,000 and $50,000, each the 
| head of a family, and with two dependents. 
} 


1 Gate Grew BOW) .nccccccsccceccccccccscccces 


Normal tax reduction (effective 1922 payment)...... 


*The normal tax rate is the same under the new law as under the old, The difference in 
the amount of normal tax as shown results entirely from the difference in credits for dependents, 
and the greater credit allowed to heads of families with incomes less than $5,000, 
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oceoses $4,500 $7,500 $15,000 $50,000 


84 248 848 8,648 
48 216 816 3,616 
0 40 350 5,510 
0 15 180 4,660 


$84 $288 $1,198 $9,158 
48 231 996 8,276 
$36 $57 $202 $882 
36 82 82 82 
0 25 170 850 




















for each dependent are of course en- 
tirely exempted from tax. 

The saving in taxes under the new 
law, as compared with the old, may be 
estimated with rough accuracy from the 
table set forth in the case of incomes 
of other amounts not in excess of 


$100,000. 
Corporate Taxpayers 


It is not possible to compare even 
in a general way the amount of taxes 
which will be payable by corporations 
under the new law with the amount 
payable under the old law. This is 
true, not because of any inexactness in 
the rate assessable under the new law, 
but because of the many variable fac- 
tors entering into the computation of 
taxes under the old law. Under the old 
law, corporation income and profits 
taxes for 1919, 1920 and 1921 might ap- 
proach 50% of the total net profits, de- 
pending upon the relation between in- 
vested capital and net income. Under 
the new law, such taxes cannot exceed 
12%% of the net income, regardless 
of the invested capital. The smaller 
rate provided by the new law does not, 
however, become effective until the pay- 
ment due in 1923. 

The new law also provides for a credit 
of $2,000 for corporations with incomes 


to prevent the immoral evasion of sur- 
taxes by incorporation, and provides 
for an extraordinary tax on all corpor- 
ations “formed or availed of” to permit 
gains and profits to accumulate instead 
of being distributed to the individuals 
who would otherwise receive them. 
The purpose of this section is clearly 
not to prevent legitimate business from 
incorporating, whether or not one of 
the results will be a lessening in taxes 
It is rather to forestall the formation 
of family or other holding corpora 
tions, the prime purpose of which is 
not to facilitate business operations but 
to avoid taxes—to allow gains to ac 
cumulate for reinvestment without sub- 
stantial business activity. The test is 
not whether incorporation results in 
lessened taxes, but whether gains or 
profits are accumulated beyond the 
reasonable needs of the business. No 
legitimate enterprise need hesitate to in- 
corporate on account of the provisions 
of law found in Section 220 of the 
revenue act. 

Corporate business, and that means 
most of the big business of the country, 
can look to the revised rates effective 
when computing taxes in 1923 with a 
deal of justifiable relief. The night- 
mare of eighty percent taxation ap- 
pears to be over. 


311 




































a a en 





















IKE many other industries and ac- 
tivities, American shipping was 
greatly over developed and over- 

expanded during the war. Since the sign- 
ing of the Armistice our shipping has been 
passing through a period of drastic read- 
justment and liquidation, the end of which 
is not in sight. 

This does not mean that the outlook is 
completely discouraging for all organiza- 
tions engaged in shipping or foreign trade. 
Some, like American International, and 
International Mercantile Marine, will con- 
tinue to develop on their own merits, and 
make money, eventually if not now. How- 
ever, the general outlook for all new and 
unseasoned enterprises in this field is un- 
inviting, for such organizations must face 
all the disadvantages of powerful and ex- 
perienced companies that are in competi- 
tion, to say nothing of all the vicissitudes 
of a highly competitive and specialized 
business. 

























American Ships Losing Business 


American ships are carrying a de- 
creasing percentage of our export and 
import trade, and the Shipping Board 
vessels are making a worse showing 
than the independents. The accom- 
panying graph No. 1 indicates that 
more than 60% of our imports are car- 
ried in foreign ships; also that foreign 
ships are rapidly gaining control of our 
import trade. In July, 1920, foreign 
ships carried only 36% of the total ton- 
nage, whereas in September, 1921, they 
carried 60%, an increase of 24%. Dur- 
ing the same period American inde- 
pendent vessels decreased their per- 
centage from 32% to 28%, while the 
Shipping Board vessels lost 20%. It 

















The Future of American Shipping 


How Tonnages Carried by American Ships Have Declined—Great Britain and Germany as 
Competitors— The Outlook for Shipping Securities 











-U+5* FOREIGN «TRADE: 


“GRAPH: I- 
DISTRIBUTION ACCORDING TO TORNAGE 
F Showing decline in per cent carried by American 
vessels as compared with foreign, and by U.5.Shipping 
Board as compared with Independents. 
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will be noted that the total tonnage 
carried by United States vessels has 
been decreasing, while the import ton- 
nage carried in foreign vessels has been 
increasing. 

The other half of the same graph indi- 
cates that foreign ships are also carrying 
the bulk of our export tonnage, and that 
the percentage so carried is increasing. 

Graph No. 2 presents similar informa- 
tion with regard to the percentage of the 
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DISTRIBUTION ACCORDING TO VALUE 


Showing same unfavorable trend in proportion 
carried by American vessels as in case of 
distribuhion according to tonnage. 
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value of United States imports and ex- 
ports carried by American and foreign 
ships. It will be noted that from the 
standpoint of value the situation and 
tendency is as unfavorable as from the 
standpoint of tonnage 


National Tonnages 


Chart III, based on Lloyds Registry as 
of July 1, 1921, shows steam tonnage, in 
gross tons, of the world, rating and also 
the proportion of this total tonnage owned 
by the United States, Great Britain, 
France, Germany and Japan. It is inter- 
esting to note that the United States now 
has nearly three-fourths as much sea- 
going steam tonnage as the United King- 
dom, and about 23% of the total of all 
countries. Japan has risen from sixth 
place in 1914 to third place in 1921. Dur- 
ing the same time, Germany has dropped 
from second to eighth place. As the 
quantity of cargo now moving is only 
about 80% of that of 1913, and as the 
steam tonnage has increased 36%, the sur- 
plus of tonnage at the present time is 
enormous. Throughout the month of 
October, idle vessels of the Shipping 
Board were increasing at the rate of 
about 18 per week. There are about 1,000 
vessels of 6,800,000 deadweight tons tied 
up; also 13 passenger vessels of 120,000 
deadweight tons, 264 wooden ships of 
970,000 deadweight tons, and 9 concrete 
ships of 54,000 tons. 

There are under construction through- 
out the world about 4,400,000 gross tons 
of ships. The general depression which 
exists in shipping is indicated by the fact 
that, in addition to this tonnage, there are 
over 1,100,000 gross tons upon which work 
has either been stopped or postponed. Less 
than 8% of the world’s total is under con- 

















struction in American yards, and the 
United States is holding second rank over 
Italy by a very small margin. 

On account of the surplus of ships, 
practically no new orders are being placed 
for ocean going vessels. With the excep- 
tion of Italy and Germany, all nations 
show a shrinkage in the tonnage underway. 
The tonnage of ships under construction 
has shrunk from about 7,200,000 tons, on 
January Ist, 1921, to about 5,500,000, and 
little new work is anticipated next year, 
except on vessels of special design. 

Recent trend in our foreign trade is in- 
dicated by the fact that imports of mer- 
chandise decreased in value from $4,358,- 
000,000 during the first 8 months of 1920, 
to $1,873,000,000 during the same period 
of 1921. During the same _ respective 
periods, the value of our merchandise ex- 
ports fell off from $6,080,000,000 to $3,- 
552,000,000. 

Great Britain has had a somewhat 
similar experience, for comparing the first 
nine months of 1920 with the same period 
of 1921, her total exports decreased from 
£1,188,000,000 to £596,000,000; and imports 
declined from #£1,500,000,000 to £828,000,- 
000 


German and British Competition 


On the other hand, despite the handi- 
caps that Germany has encountered since 
1914, it is rapidly regaining its foothold on 
the sea, and its vessels are in competition 
with our own in ever-increasing numbers. 
Since 1913, Germany’s chemical exports 
have actually increased nearly 5%. In 
1913, German chemical exports were esti- 
mated at 84% of the entire world’s ex- 
portation; whereas in 1920 they advanced 
to 12.9%. German shipping has a great 
advantage over our own in cost of 
operation, for her sailors are in some 
cases paid not more than one twentieth 
of the pay of an American seaman, 
and they have great advantages in lower 
cost of supplies, and much lower over- 
head charges. . 

From the standpoint of operating costs, 
Great Britain also has a great advan- 
tage over the United States, as one of 
its merchant vessels can be operated 
for less than 60% of the expense of the 
American ship. Even with the pound 
sterling at parity, there would be a 
marked advantage in favor of the Brit- 
ish vessel. 

From the standpoint of passenger traffic, 
American shipping is at a disadvantage on 
account of the present immigration law 
limiting aliens who can enter the United 
States to 3% of the nationals of each 
country here in 1910. It appears that un- 
der this law, the profits usually accruing 
from steerage passenger business is greatly 
curtailed, and it is of interest to note in 
this connection that the most profitable 
part of the passenger business is that de- 
rived from the lower classes of passenger 
business. For the next two months the 
Transatlantic passenger business is ex- 
pected to be very dull, but substantial re- 
covery is anticipated next Spring. 


Unfavorable Rate Factors 


Recent falling freight rates emphasize 
all the disadvantages under which 
American ships must operate in competi- 
tion with their rivals. Rate cutting has 
had the effect of unsettling the entire ocean 
freight market, on both Atlantic and 
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Pacific. Attempts on the part of Shipping 
Board officials to meet the rates made by 
foreign tramp steamers has apparently had 
no beneficial effect, for rates have slumped 
to a low point without in the least stop- 
ping foreign competition: The result of 
rate cutting is likely to be a serious de- 
crease in the value of Government tonnage, 
which will frighten prospective buyers of 
our ships, and will also mean the failure 
of numerous weak enterprises that are 
barely earning expenses. 

In view of the many unfavorable factors 
governing American shipping, the Presi- 
dent has expressed his intention of pre- 
senting a plan for subsidizing American 
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ships. Indications are that the chief con- 
siderations to be discussed in connection 
with such a subsidy are: The require- 
ment that 50% of all aliens admitted un- 
der the 3% restricted immigration law be 
forced to book passage on American 
ships; that the coastwise laws be extended 
to the Philippines on February 1, 1922; 
that the Army and Navy transport services 
on the. Pacific be discontinued, and this 
traffic be turned over to private interests; 
that hearings be held to determine the 
advisability of restricting the railroads to 
granting export rates to shipments of 
commodities to be shipped on American 
vessels; and that the crews on American 
ships, upon arrival in foreign ports, shall 
receive only one-half of the pay earned, 
in order to prevent desertion from the 
ship, which has been going on to a con- 
siderable extent. 


With Such facts in view, the general out- 
look for American shipping is not encour- 
aging, and does not offer a very satisfac- 
tory background for the consideration of 
any new or unseasoned ventures in this in- 
dustry. 

The chief reason for this is that the 
American organizations would be at great 
disadvantage from relatively high capital 
charges, interest and depreciation, and 
operating expenses. 

In spite of the above gloomy outlook, 
however, it is necessary to distinguish be- 
tween new and untried enterprises on one 
hand, and well established and efficiently 
managed organizations on the other. Re- 
gardless of nationality, which is likely to 
be immaterial in this connection, the ship- 
ping company that can compete success- 
fully by virtue of abundant working 
capital, will establish connections, and 
competent and experienced management is 
quite likely to be successful as foreign 
trade conditions improve. This means 
that our leading shipping corporations are 
not in any immediate danger, and are 
likely to secure their full share of profits 
out of whatever volume of business may 
be available. 

Future of Shipping Securities 

As trade conditions improve, or show a 
tendency to improve, the market value of 
the shares of corporations engaged in ship- 
ping and foreign trade may be expected 
to advance with the rest of the market. 
Nevertheless, whatever attraction such 
shares may have, should, the writer thinks, 
be considered from the speculative stand- 
point, for he does not regard these securi- 
ties as worthy of serious consideration as 
sound and safe investments. 

In consideration of all the above facts, 
speculators who hold these securities would 
do well to continue to hold them on ac- 
count of their favorable speculative pos- 
sibilities, but new funds available for in- 
vestment might best be directed into enter- 
prises that at present at least stand on a 
firmer foundation. 

Ship Pool for Pacific 

Recent dispatches from Washington re- 
port that tentative plans for the creation 
of a $30,000,000 steamship pool on the 
Pacific Coast which would acquire and 
operate in the transpacific trade vessels of 
the United States Shipping Board have 
been approved by President Harding and 
Chairman Lasker of the Shipping Board. 

It is understood that the pool will be 
finnanced by popular subscription to be 
confined largely to business organizations 
and private individuals on the Pacific 
Coast. 

A statement by Chairman Lasker of the 
Shipping Board in connection with the 
above announcement, has been addressed 
to the Chambers of Commerce of the large 
Pacific Coast cities. In part the state- 
ment says: 

“The Shipping Board feels that if all 
the people of the Pacific Coast are 
united in one great company that can 
acquire not only the Government ships as 
needed, but also build such new ships as 
are necessary, and with ample capital to 
finance operations, the Pacific ports of 
the United States can be developed as in 
no other way. On behalf of the Ship- 
ping Board I urge that your Chamber 
he represented at the meeting when 
called.” 
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About Banks and Banking 






Where to Invest Surplus Cash—How Not to Borrow—What Banks Can Do to Harmonize 





HE services which banking institu- 

tions can render to business con- 
cerns as their clients are many 
and varied. Some of these services 
have been referred to, and explained in 
some detail, in previous issues of the 
MaAGazInNe. 

One service, which is not generally 
understood—probably because it is not 
generally practiced—is assistance in the 
handling of such surplus cash as the 
more fortunate business concerns may 
have in their possession. 

That this service can be of great 
value seems to be rather apparent. A 
business organization, run by business 
men, is generally a self-centered affair, 
as it should be. The officers or execu- 
tives are generally strictly business 
men, specialists in their own field; and 
they cannot, as a general rule, give time 
to a careful study of the investment 
field. Therefore, when such an oc- 
casion arises and they find their organ- 
ization with more cash on hand than 
is immediately needed for operations, 
the matter of putting that money to 
the best and safest use is generally a 
serious problem. 

The problem, if taken up with the 
institution in which the concern banks, 
can be promptly and satisfactorily set- 
tled. When it is possible to do so, the 
banks will often help their clients se- 
cure allotments in the commercial paper 
market; when that is not possible, there 
are otker avenues into which surplus 
money can be steered and which will 
be found productive and secure. 


How Not to Borrow Money 


A banker of our acquaintance re- 
lieved his mind recently of a long- 
cherished opinion: 

“Things would go so much more 
smoothly, insofar as co-operation be- 
tween banks and business houses are 
concerned, if business men would make 
a little closer study of the theory and 
practise of banking. A large number 
of the applications we receive, which 
take time in the making, and which we 
have to reject, would never be made if 
the limits we are in duty bound to im- 
pose upon our facilities were better 
understood.” 

While there is, no doubt, mucn jus- 
tice in this authority’s suggestion, it is 
probably equally true that the business 
men of this country are rapidly enlarg- 
ing their knowledge of banks and bank- 
ing. The banking system was never, 
probably, closer to the business sys- 
tem than it is today; its scope was 
mever so great; its importance was 
never more fully realized. 

Still, where greater progress can be 
made—as in understanding of the type 


of a loan bank can grant, or type 
of security required, etc.—that pro- 
gress might well be made to good 


purpose. 
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Working Conditions 


To Avert Strikes 

The bald statement that, by enlisting 
the right sort of banking co-operation, 
you can insure your plant or works 
against ‘strikes and labor troubles gen- 
erally, might seem, at first blush, to be 
claiming a little too much. 

It is a fact, however, that in one 
State at least, banking co-operation is 
going far toward improving working 
conditions. The Industrial Savings 
Plan, originated by the Savings Banks 
Association of the State of New York, 
and now installed in a number of im- 
portant industrial concerns has thus far 
worked out well, in that it has given 
employees an incentive to produce fas- 
ter and earn more. The inevitable re- 
sult has been a greater degree of har- 
mony in the organizations involved. 

This plan has been described before 
in THe MaGazine or WALL Street. In 
brief, it provides the following: A 
business company arranges with some 
convenient savings institution to accept 
deposits in the name of the employees 
































of the business. Then, by consulting 

ACTIVE BANK STOCKS | 
Dec. 15 Jan, 2 
Amer. Exchange Natl..... 248-248 245-250 
Chase National .......... 290-294 285-290 
Chatham & Phenix....... 265-275 257-267 
Chatham & Phenix rights 36-39  936- 39 
Chemical National ...... 485 Bid 495-505 
First National ..... . 915-940 925-945 
TROMOUER cccccccceces .. 880 Bid 820-840 
Irving National ...... . 196-202 195-200 
Mechanics & Metals...... 328-383 350-360 
National City ..... . 340-345 350-360 
National Park . 408-415 402-408 
Seaboard ..... . 240-245 235-245 

privately with each individual in the 


plant, it is determined just how much 
of his salary each one wants to lay by 
each week. No pressure of any sort is 
brought to bear; the purpose, so far 
as the business executive is concerned, 
is simply to “put over” the idea, allow- 
ing the employees to accept it or reject 
it, as each one sees fit, individually, to 
do. Having been advised by each one 
of the employees just how much he 
wants to save each week, authority is 
obtained from him for the cashier to 
deduct that sum from his pay envelope. 
The bookkeeping department attends 
to this deduction; deposits the money 
in the savings bank selected in the em- 
ployee’s name; and the thing is done. 

The effectiveness of the plan, of 
course, lies in the fact that it gives an 
incentive to financial independence. It 
is doubly effective, however, in the 
evidence it gives that the employer 
has the welfare of his employees in 
mind. 

This department would be glad to 
reveal sources of more detailed infor- 
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mation in connection with the Industrial 
Savings Plan to those interested. 


Financing New Enterprises 


The reader who inquires, “Should we 
approach our bank for assistance in 
financing a new business enterprise, or 
should the matter be handled through 
flotation of stock?” postpones a satis- 
factory answer by not giving enough 
details. 

If a group of business men intend to 
form a new concern, and will have to 
have a certain amount of money for 
the purpose, the problem of wheré to 
go for the money or, put differently, 
how to go about securing it can only 
be answered when the full conditions 
are known. 

However, it can be confidently said 
that, irrespective of whether your 
banker can immediately give you his 
active co-operation, he is the one to see. 
If putting your proposition before him 
serves no better purpose, it at least 
means your securing the benefit of 
mature advice—something which the 
figures on commercial failures prove a 
rather surprising percentage of busi- 
ness men to be much in need of. 

On the other hand, it should not be 
assumed that the banks are the only 
place to go, although they are probably 
the best. Private capital can frequently 
be secured through properly conducted 
negotiations; often it is worth while 
capital to secure, since active interest, 
if not services, accompany it. 

If this department can be of any 
service in connection with advice con- 
cerning methods of producing funds for 
new enterprises of substantial character 
it will be glad to serve. 


How Much Money Do You Want? 


At a recent meeting of the editorial 
staff of THE MAGAZINE oF WALL STREET, 
there came up for discussion the sub- 
ject of commercial loans. In the course 
of the discussion, it was pointed out 
that small business men are frequently 
subjected to a mild sort of piracy on 
the part of a certain class which makes; 
a business of money-lending but whicn 
does not hesitate to charge highly ex- 
tortionate rates. 

There are what might be called innu- 
merable agencies through which sums 
of money can be obtained from reput- 
able sources and, above all, at fair and 
considerate charges. It is the purpose 
of the MaGazine to discuss these agen- 
cies in future articles of which the first 
is scheduled to appear in our forthcom- 
ing, January 21st issue. Only too often 
business men, especially those without 
adequate banking facilities, are com- 
pelled to borrow for business purposes 
upon exceedingly unfavorable terms. 
Small business men particularly, it is 
thought, will find the articles of great 
practical value. 

















Tremendous Investment Demand for Municipal and State Issues One of the Predominating 


BULL market in municipal issues 
A is an anomaly, but such is the 

present situation. Literally, inves- 
tors are absorbing “municipals” at a rate 
probably never before equaled in the his- 
tory of the investment market. 

New issues of high merit have been 
taken eagerly despite the fact that the of- 
fered yields are lower than those of half 
a year ago. The result has been a marked 
impetus to the forward movement of mu- 
nicipal bonds already listed on the New 
York Stock Exchange, to conform with 
the lower yields on the newer issues. 

Hardly a day goes by without some im- 
portant new offering of municipal and 
state bonds or notes. These issues are at 
once absorbed, such is the abundance of 
investment funds seeking employment. It 
is a striking illustration of the improve- 
ment in the money market which has taken 
place in the past few months. 


The New York City Offering 


The most important recent offering was 
the $55,000,000 N. Y. City issue of 4%% 


gold corporate stock. The successful syn- 
dicate bidding for this issue was required 
to bid as high as 103.407, which was the 
highest price received by New York City 


for its securities in many years. This 
new issue was offered to the public at a 
price to net slightly more than 4.25%, the 
low yield being a direct reflection of the 
enormously changed money conditions. 
The fact that the powerful syndicate 
securing the New York City issue was 
required to pay such a high price in- 
dicates clearly the basis on which high- 
grade municipal and state issues will be 
sold during the next year. 

Illustrating the same tendency is the 
new issue of the City of Buffalo 44% 
bonds, an issue of $7,360,000 sold to the 
public on a yield basis varying from 4.05 
to 4.20%. 

The tendency toward extremely low 
yields, of course, is more true of the first- 
class municipals than of those of slightly 
inferior grades. Generally speaking, the 
securities of large and important cities or 
states obtain a better price in term of yield 
than those of the less prosperous com- 
munities. 

This is very noticeable in the coupon 
tates on new issues, the N. Y. City, Buf- 
falo and State of Mississippi issues carry- 
ing a rate of 434-434%, whereas the other 
rates, as indicated in the accompanying 
table, vary from 5 to 6%. Very likely, 
while the more important issues will con- 
tinue to be placed on the market on the 
basis of a 4-45%4% coupon rate, inferior 
issues will still be paying from 5 to 6%. 

The Non-Taxability Feature 
The tax-exempt feature of high-grade 
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Features of the Present Market 


municipal and state issues, under present 
conditions, is chiefly contributory to the 
great appeal such issues have for investors, 
principally investors of large means. As 
a result of the high rate of taxation on 
other types of securities, investors subject 
to taxation on a large portion of their in- 
come, where derived from securities, are 
thereby influenced in exchanging such se- 
curities for those containing a non- 
taxable feature. There are tens of thou- 
sands of investors in this country who, 
through investment in municipal and state 
bonds, which are exempt from taxation, 


issues. There is already a decided move- 
ment in Congress, which has its root in 
the growing disfavor with which Govern- 
ment authorities are commencing to view 
non-taxable issues. Such a large part of 
the national income is lost to the Govern- 
ment on account of the immense amount 
of tax-exempt municipal and state issues 
that action along the lines of limiting the 
amount of such issues or otherwise af- 
fecting the tax-exempt feature may be ex- 
pected within the next several years. Cer- 
tainly, under present conditions, tax- 
exempt issues come into competition not 








Name Amount 
Little Rock, Ark 

BNI, TAR. ccasccccocvececvesces 
Miss, Co., Ark, 

State of Mississippi 

Charlotte, N. C, 

Ouachita Parish, La. 

Los Angeles, Cal. 

Buffalo, N. Y. .... 

Dunkhn Co., Mo. 

City of New York 


1,200,000 
2,000,000 
1,500,000 
1,200,000 
1,000,000 
3,015,000 
7,360,000 





RECENT MUNICIPAL AND STATE OFFERINGS 


Offered Yield % 
5.30—5.50 
4,50—4,70 
6.25 
4,40—4.70 
4,80—4,90 
5.60—6,00 
4.60—4.90 
4,05—4.20 
5.10 
4.25 


Maturity Rate ™ 
1922-50 
1325-60 
1925-42 
1924-47 
1924-62 
1922-59 
1923-60 
1922-42 
1924-42 
1971 

















are enabled to escape paying in taxes 
amounts varying from iiundreds to thou- 
sands of dollars a year. 

Under the circumstances municipals 
come directly in competition with other 
types of securities which are not tax- 
exempt, and as long as investors have the 
opportunity to save a good part of their 
incomes from taxation by purchasing mu- 
nicipal and state issues, it may be antici- 
pated that the volume of public absorption 
of such securities will continue very large. 

With the municipal and state bond mar- 
ket on a seller’s basis for the first time 
in a number of years, it is only natural 
that municipalities in various parts of the 
country should take advantage of the 
present situation. The flood of municipal 
financing, therefore, has risen to a very 
high point, with no abatement in sight. 
On the contrary, with a decidedly promis- 
ing outlook for money rates and with a 
large investment demand in prospect, it is 
quite likely that the volume of this sort 
of financing in the current year will break 
all previous records. 

Activity of municipalties and states in 
financing their requirements through bond 
issues is hastened by the growing possi- 
bility that legislative action will eventually 
arise that will have a seriously limiting 
effect on the future number of tax-exempt 


only with all types’ of securities which are 
not tax-exempt but, obviously, with the 
national Treasury. 

Present Opportunity 

Present buyers, of course, are reaping 
the benefit of the present situation and 
should legislative action be finally taken 
that would limit the amount of tax-exempt 
issues, the result would be to greatly in- 
crease the value of those now outstanding. 
For that reason the wealthy investor prob- 
ably never had a better opportunity for 
profitably investing a large part of his 
funds in such a way that he can secure 
the greater part of his income without 
having it subject to heavy taxation. 

Until the rate of tax-exempt bond of- 
ferings is checked by compulsory action, 
however, it is altogether probable that the 
momentum of such offerings will be great- 
ly increased. Preparations are being made 
by leading distributors of such issues for 
the most active year of their history. It 
is the easiest thing in the world at the 
present time to sell a high-grade munici- 
pal or state bond. Investors will continue 
to be anxious to buy them until either the 
tax-exempt feature is removed or until, 
actually, the yield offered gets down to 
such a low point that investment would 
become unprofitable except to the very 
largest investors. 
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Long Island R. R. Co. 








Why Long Island’s Bonds Are Good Investments 


A Glance at the Road’s Present Position—Its Relations with Pennsylvania—Which Bonds 


URPRISINGLY little attention has 
S been directed to Long Island Rail- 
road bonds in the active and advanc- 
ing market now prevailing. These bonds 
have made some headway, to be sure; but 
this has not been marked, nor has it been 
accompanied by anything like the amount 
of comment instanced in the case of other 
bonds of properties of lesser merit. 

The writer believes that investigation 
of these bonds would prove worth while. 
A brief review of the present position of 
the company is the first step 


Earnings 
Based on actual operating reports for 


the ten months ended October 31, 1921, on 
estimates for the remainder of the year 


Are Best? 
By STEPHEN G. DUNCAN 


/ 
either closed or else mortgages allow the 
issue of only a negligible amount of ad- 
ditional bonds, with the exception of the 
Unified 4s of 1949, which are now out- 
standing to the amount of $3,869,000, and 
may be issued to the amount of $9,673,- 
000; and the Refunding 4s, 1949, now out- 
standing in sum of $26,060,000, and which 
are authorized to the amount of $45,000,- 
000. 


In ‘addition to the above, there are 
also outstanding approximately $3,508,000 
bonds of leased lines, real estate mort- 
gages to the amount of $1,680,680, and 
$5,876,168 equipment trust certificates, 
making a total funded debt of $59,808,948. 


The Long Island Co. carries its invest- 








LONG ISLAND’S 


Long Island R. R, unified 4 
Se SD Bk Wile BP cccccnccccccccccces © 
Long Island R. R. deb.. cenaeueren 5 
Long Island R. R, deb... ........eeccuee 5 
Brooklyn & Montauk 2d (now Ist) 5 
Montauk Extension Ist 5 
New York Bay Extension Ist 5 

R.—North Shore Branch. 5 


Long Island R. 
Total** 





Rate 
Long Island City & Flushing Ist con.. . 5% 
Long Island R. R. Ferry Ist 4%s........ 4% 
Long Island R. R, Ist cons.............-. 5 
Long Island R. R. Ist cons.............-. 4 
Long Island R. R. Stewart Line Ist...... 4 
Long Island R. R. gen............ 4 


*Guaranteed as to principal and interest by Pennsylvania Railroad. 


BONDED DEBT a 
Due Outstanding Price Yield 
1937 $650,000 83 6.80% 
1922 1,490,000 99% 5.50 
1931 3,608,000 93 6,50 
1931 1,121,000 84 6,25 
1932 332,000 on ame 
1938 3,000,000 75 6.50 
1949 3,869,000 74 6.05 
1949 26,060,000 74 6.05 
1934 1,135,000 83 7.10 
1937 5,202,100 77 7.60 
1938 600,000 82 6.80 
1945 315,000 81 6.60 
1943 100,000 - eee 
1932 1,262,000 82 7,40 

$48,744,100 
**See text. 




















and on approximations of other income 
and fixed charges, the company’s income 
account for 1921 should be about as fol- 
lows: 


Balance, after taxes (ten 
months) Pht .. «$3,733,549 
Balance, after taxes, Nov. 
"Se ey ee 700,000 
$4,433,549 
Other income ............. 600,000 
eek GOOD ono dcesaxesc $5,033,549 
Fixed charges (incl. equip. 
PRO ST REE BOE 3,800,000 
I aids oe oleae $1,233,549 
In other words, gross income for 1921 
should equal about 1.32 times fixed 
charges. Considering adverse operating 


conditions, this is certainly a very fair 
showing. 
Capitalization 
The company’s capitalization consists of 
the following: 


0 erry $34,110,250 
Bonded debt ............. 50,424,780 
Equipment trusts ........ 5,876,168 


The bonded debt is itemized in Table I, 
herewith. 

All of the bonds composing the com- 
pany’s debt and listed in the table are 
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ment in road, equipment, securities, etc. 
(December 31, 1920), at $93,261,330. Pub- 
lic Service Commissioner Barrett some 
few months ago was quoted as saying, 
“The company claims a total valuation of 
about $95,000,000. Included in this is real 
estate estimated at more than $22,000,000.” 
Owing to the fact that nearly all the capi- 
tal stock represents a recent cash invest- 
ment at par, and to the increase in prop- 
erty values on Long Island, this valuation 
may well be regarded as conservative. In 
other words, the funded debt represents 
only about two-thirds of a moderate ap- 
praisement. A very low rate of return on 
property value amply covers fixed charges. 


The Investment Opportunities 
Most of the bonds composing the Long 
Island’s funded debt have an inactive mar- 
ket. Two of them, however, offer excel- 
lent investment opportunities. Brief de- 
scriptions of these two bonds follow: 
Long Island refunding 4s, 1949 :—These 
bonds are a lien on 328 miles of road, or 
about 80% of the total mileage operated, 
subject to approximately $15,000,000 prior 
liens. Practically all unissued bonds are 
reserved to retire underlying issues. The 
guarantee of the Pennsylvania Railroad 
Co. is an added feature of strength. 
Long Island debenture 5s, 1937 :—These 
bonds are, in the writer’s opinion, the 


THE MAGAZINE OF WALL STREET 


“bargain issue” of the property. They are 
not secured by mortgage, but if, at any 
time, the company creates any new mort- 
gage, it is provided that these bonds shall 
be secured equally with any bonds issued 
thereunder. At the present price of 77, 
they offer a return of about 7.60%, and 
as an investment with speculative possi- 
bilities they compare most favorably with 
bonds of western and southern railroads 
offering an equal or lesser return. 


Pennsylvania’s Investment 


It may be objected that the railroad is 
not now earning and has not in the past 
earned any very large balance above its 
fixed charges; also that the bonds above 
recommended are junior obligations. The 
writer believes, however, that this would 
be a superficial view. The bonds of the 
Long Island cannot properly be analyzed 
or rated based on the standards which ap- 
ply to railroad bonds generally. The real 
determining factor is to be found in the 
investment of the Pennsylvania Railroad 
in the Long Island Railroad. 

In 1900, the Pennsylvania Railroad ac- 
quired $6,797,900 of the then outstanding 
$12,000,000 capital stock of the Long 
Island. It is understood that this stock 
is carried on the books of the Pennsyl- 
vania Railroad at $4,205,165, or approxi- 
mately $31 per share (par value $50). 
During the years that followed, and up 
to 1917, the Pennsylvania advanced the 
Long Island more than $30,000,000 for its 
development. 

In return, the Pennsylvania acepted 4% 
debenture bonds and notes for a part of 
these advances, allowing the balance to re- 
main in the form of an unsecured balance 
In 1917, in order to strengthen the posi- 
tion of the Long Island by reducing its 
interest charges, the Pennsylvania ac- 
cepted $5,202,100 5% Long Island deben- 
ture bonds, due May 1, 1937, and $22,- 
110.250 Long Island stock, totaling in all 
$27,312,350 in exchange’ for the 4% de- 
henture, as well as the greater portion of 
its advances to that company. 

Then, in order to secure the minority 
stock outstanding, the Pennsylvania of- 
fered these 5% debentures, due 1937, to 
Long Island stockholders in exchange for 
their holdings on the basis of par for par. 
As a result of these various exchanges, 
the Pennsylvania Railroad now owns $33,- 
975,550 Long Island stock of a total of 
$34,110,250, representing a total invest- 
ment of well over $30,000.000, 


Efforts to Build Up Long Island 


The Pennsylvania Railroad for many 
years has been more interested in building 
up this property than in obtaining an im- 
mediate return. Up to the close of the 
period of Federal guarantee on August 31, 

(Continued on page 360.) 























The Trend of Bond Prices 

Market Has Lull After Phenomenal Ad- 

vance—Large Re-investment 
Demand 


Expected 
E bond market in the last fort- 
night has been comparatively 
quiet. After one of the most re- 


markable performances, both in point 
of strength and activity, in the history 
of the market, it was not surprising that 
a lull should have set in. 

Changes in the bonds listed in the 
Bond Buyers Guide were confined to 
variations of seldom more than 2 points 
and largely to variations of fractional 
amounts. In the Foreign Bond list the 
Danish Municipal 8s and the City of 
Copenhagen 5%s gave about two points 
each. The Kingdom of Italy 6%s dis- 
played comparative strength, moving 
up from their previous price of 91% 
to 94. Some observers of this section 
of the market have chosen to link up 
price changes with developments at the 
Arms Conference in Washington. The 
fact that the Conference, after some 
weeks of what appeared to be remark- 
able results, encountered obstacles is 
pointed to as having had an effect upon 
sentiment regarding foreign securities. 


Gilt Edge Group Irregular 


The Gilt Edge group was not with- 
out its advances, although the general 
tone was comparatively dull. The issue 
listed in the Guide as the first choice 
in this group, the S. W. Division 3%s 
of the Baltimore & Ohio gave a re- 
markably good performance, advancing 
2% points to a 6.50%-yield basis. The 
strength in this issue is not surprising 
to the compilers of the Guide who have 
pointed to the bond for some time past 
as a strongly intrenched security that 
was considerably out of line with the 
rest of the market. 

Advances elsewhere in the Gilt Edge 
group were confined, far as im- 
portant changes were concerned, to 
gains of 2-points or more in Interna- 


so 


tional Paper 5s and New York Gas, 
Electric Light, Heat & Power Ss. 
Such declines as took place were not 


considered significant 


Changes in the Guide 


Some changes have been made in the 


Guide to which attention should be 
called. Philadelphia Co. bonds, which 
it was determined were not rated as 


highly as they should have been, in the 
Middle Grade Group, were moved up 
to fourth place. The P. S. C. of New 
Jersey 5s, formerly listed in the Specu- 
lative Group it was decided to move 
upward. This bond is now placed in 
the Middle Grade Group, where it will 
be seen that, in point of yield, it com- 
pares very favorably with the other 
issues listed. 


The Speculative Group 


The Speculative Group acted true to 
form, affording most of the important 
price changes. Most of the changes 
were downward. Iowa Central bonds 
declined 2% points; the Southwestern 
4s 2 points, and so on. Declines else- 

(Continued on pages 350-351.) 
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BOND BUYERS’ GUIDE 


Apx. 
Foreign BETTER GRADE Price 
1. City of Christiania y's ehaweSeecoreeveneccesosscovece 107 
2. Danish Municipal (b) 5. E. rh [ divinittetedeekseunsuwis 106 
8. City of Zurich (b) 8s, ede ethoonetpnogeeaenbensnts: 108 
4, City of Copenhagen (b) Sis, 1944 ..... 2.66 cee eeeees 86 
5. Kingdom of ae tT cetkhd 6 ensndsaneeenqueseeate 95 
i EE es ie ce ete eeehebe seanehébeeced se 77 
7. U. K. of Gr. Britain & Ireland (c) 5%, SRNL: ceehhccdiices 95', 
8. Dominion of Canada (¢) 5s, 1981 .... 2.1.6... ccc cece eneeeees 95 


Apx. Int. 
Yield Earnedg 
35 
7.45 
7.25 
6.70 
6.45 
3 
5.90 
5.65 
7.45 
8.30 
7.90 
7.85 
7.60 
6.50 .80 
5.45 2.20 
5.10 1,65 
5.15 1,65 
4.75 2,40 
4.90 3.65 
: 2.35 
5.05 1.55 
5.35 2.00 
5.20 ee 
4.65 3.95 
4.80 1,40 
4.65 3.90 
5.15 1,00 
6.65 t 
5.65 6.75 
5.25 5.55 
5.75 16,70 
5.25 ee 
5.55 4.80 
5.25 2.65 
5.15 oe 
5.40 60.70 
5.05 8.70 
5.95 3.40 
6.80 1,75 
5.65 4.80 
6.45 4.15 
5.85 ee 
5.50 2.90 
5.65 4.15 
5.50 2.10 
5.50 2.40 
5.15 2.25 
5.75 80 
5.85 3.95 
4.45 3.90 
6.40 1,60 
6.45 2.40 
6.25 1,55 
5.75 2.05 
5.55 1,70 
6.65 2.35 
6.40 2.00 
6.50 2.10 
6.75 5.45 
5.85 2.60 
7.05 5.15 
5.20 6.90 
6.25 2.35 
6.05 5.00 
5.95 9.55 
7.00 x 
7.00 ee 
8.25 
5.85 2.80 
5.75 1,35 
6.00 1,80 
5.55 2.20 
5.85 1,80 
6.00 1,70 
7.30 -70 
7.90 = 
6.25 2.00 
8.55 *1.90 
7.05 1,85 
6.70 0 
6.65 1.4 
8.55 .50 
11,45 1,16 
8.20 3.80 
8.45 2.75 
7.90 1.90 
7.50 8.15 
6.85 *1.60 
8.65 *2.60 
7.26 *1,.20 
6,25 1,90 
$ 


1. Kingdom of Belgium (a) Ge, 1925... .......6..ccceccsccences 95 
8, Kingdom of Italy (d) Gps, 1985..........0ccccccecseeccsees 94 
8. Republic of —— ar ME Unsankoccoaseccetcceeseneescees 101 
Re f+ FF FS errr ee 101 
5. . &. of Brazil Desdcorcecedoosseebocossatecesvscecces 104 
ILT EDGE. 
1. Balt. & Ohio 8. W. Div. (b) Ist Mtg. 8%e, 1925............. 89% 
2. Ches. & Ohio (a) Genl. Mtg. 4%, 1992....... eeeeecoeeseces 82% 
3. Delaware & Hudson (a) ist & Ref. 4s, 1948................ 85% 
4. Southern Pacific (b) Ist Ref, 4s, 1955. ...... 2... ccc csccuees 84), 
5. Chic., Burl. & Quincy (a) Genl. Mtg. 4s, 1958.............. 86%, 
6. Union Pacific (b) lst Mtg. & L. G. 4s, 1947..........-.055- 86%, 
7. MW. Y¥., Chic. & Bt. Louis ist Mtg. 4s, 1087...........0005:: . 
8. Atlantic Coast Line (a) Ist Mtg. 40, 1048 .... 1... 6.66 cccune 85% 
8. Pennsylvania (a) Genl. Mig. 4%45, 1965 ..... 2.6... ccc cn neues 85% 
10, West Shere (a) Ist Mtg. 40, B861..........ceccecccccccceces 78 
11. Morfolk & Western (ce) Cons, 45, 1906 ... 2.2... . ccc ceccueues 85% 
12. Central R. BR. of N. J. (a) Genl. Mtg. 5s, 1987............... 103% 
18, Atchison (b) Genl. Mtg. 46, 1995 ...........cc.seeues 86% 
14, Chic., BR. I. & Pacifico (a) Genl. Mtg. 4s, 1986 ....... 78% 
Industrials. 
1. Diamond Match (c) Deb. 7s, 1985. ...... 2.6... ccc cnaes 108 
2. Armour & Co, (a) R. E. 4%s, 19389. 87% 
8. General Electric (b) Deb. 5s, 1952 veteaipnth aot 96 
4. International Paper (a) 5s, 1947. ms sia ainniedenth 903%, 
nn en ee ee C. .. . essen eenessenseeneeeses 96%, 
6. Liggett & Myers (aa) Deb. 5s, 195]... 22... ccc ccc cunee 91% 
7. Baldwin Loco, (a) 5s, i940.. 96%, 
GB j¢«  @ — i — = aGepe ep RNSysy= peep eteereereempaeE ere: 97, 
i MU os. doasegeceiuhecadeceeeacesn 96 
10, U. 8S. Steel (a) 5s, 1963 99%, 
Public Utilities. 
1, Duquesne Light (b) 6s, 1949 1004, 
2. Pac. Tel. & Tel. (a) 5s, 1937 91! 
fe -S &€ i os fl eee eee 91! 
4. Philadelphia Co. (c) 6s, 1944 94! 
5. WN. ¥. Telephone (b) €s, 1941 101", 
6. Montana Power (c) 5s, 1943 93 
7. Cal. Gas & Electric (a) &s, 1937 93', 
& N. Y¥. G., E. L., H. & P. (a) 5s, 1948 93 
Railroads. MIDDLE GRADE. 
1, Southern Pacific (b) Col. Trust 4s, 1949....... . 78\, 
2. Illinois Central (b) Col. Trust 40, 1952..............-00000s 82 
8. Balt. & Ohio (b) Ist Mtg. 45, 1948 ...........4.4.. - 76 
4. Norfolk & Western (a) Conv. Gs, 1920 ..........ccc cc cnveee 104 
i Se BUD GE, GBD cc cccccecnccsevecccoccceccces 914, 
6. St. Lopis-San Fran. (a) Prior Lien 4s, 1950 anata’. 68, 
7. Cleve., Cinn., Chic. & St. L. to) Deb. 4%, Repeats 853, 
8. Ches. & Ohio et Ee ac eecadubdetknesnnseeees 84 
8. Pere Marquette (oc) Ist Mtg. t. BE eesneneecgseceoseese 89 
10. Kansas City Southern (a) Ist Mtg. Ss, 1050 ...........5.5. 63 
11, N. Y¥., Chic, & St. Louis (a) Deb. 4s, 1931............. 81 
12, St. Louis Southwestern (a) Ist Mtg. 4s, 1989 .. 74% 
Industrials. 
1, Wilson & Co. (a) Ist Gs, 1941.............. 943, 
2. Comp. Tab. & Recording (b) és, 1941. yenes 91% 
8. Adams Express (b) 4s, 1948...... 75 
4. Int, Mere. Marine (b) 6s, 1941. 883, 
5. Lackawanna Steel (c) 5s, 1950..... 97% 
6. Bush Terminal Bldg. (a) 5s, 1960 81% 
7. U. 8. Rubber (c) 5s, 1947. ' 86% 
8. Amer, Smelting & ego | (ce) bs, 1947 87 
9. Goodyear Tire (c) 8s, 1941...... : 110% 
10. Du Pont de Nemours (c) 7%s, 1931 103% 
Public Utilities. 
1. Public Service Corpn. of N. J. (a) 5s, 1934 74% 
2. Detroit Edison (c) Ref. 5s, 1940 , 90% 
8. Brooklyn Union Gas (a) 5s, 1945 Mer 90 
4. Northern States Power (b) 5s, 194] .... 22... k cece ne nune es 
EES > eee 92 
6. Utah Power & Light (a) 5s, 1944 sedeaweonsewessoesnses 891, 
7. Cumberland Tel. & Tel. (b) 5s, 1987 ............cepeeceees 89, 
Railroads. SPECULATIVE. 
1. Western Maryland (a) Ist Mtg. 4s, 1952 ........ 59 
2. Iowa Central (a) Ist Mtg. 5s, 1988 ...... 78 
8. St. Louis Southwestern (a) Cons, Mtg. 4s, 1982 .......... 69% 
4. St. Louis-San Francisco (a) Adj. Mtg. 6s, 1955 71% 
5. Southern Railway (a) Genl. Mtg. 4s, 1956 .. €0% 
6. Missouri Pacific (b) Genl. Mtg. 4s, 1975 : €0% 
7. Carolina, Clinch. & Ohio (oc) Ist Mtg. 58, 1938 83% 
8. Minneapolis & St. Louis (a) Cons, Mtg. 5s, 1934 72% 
8. Denver & Rio Grande (c) Ist Ref. 6s, 1955 ................. 45 
Industrials. 
RE a Se ee 841, 
2. Va.-Carolina Chemical (c) 7s, 1982. ...... 2... ccc ccw cc neene 931, 
3. American Writing Paper (a) 6s, 1939.. Sceaavae 82 
4. American Cotton Oil (a) 5s, 1931 ; #23, 
Publio Utilities. 
1, Hudson & Manhattan (c) Rfdg. 5s. 1957 75 
2. Inmtr, Rapid Transit (a) 5s, 1966 52% 
8. Third Avenue (b) Befg. 4s, 1960 .. 57% 
4, Va. Rwy. & Power (a) 5s, 1934 .. eatin tit &8% 
(aa) Lowest denomination, $5,000. (b) Lowest denomination, , 
(a ) Lowest denomination, $1,000. ‘e) Lowest denomination, $100. 


(a) 
xThis issue was created on May 1 


?This issue, which represents the entire funded debt of the company, 


Nov. 1, 1920, 


ig A denomination, $50. 


*Number of times over interest on these bonds was earned. 


**Earnings are not reported separately. 


tThis represents number of times interest on the companies’ entire outstanding funded debt 


was earned, based on actual earnings of last five years. 


was created on 
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The Problems of Pennsylvania 





Significance of Its Persistent Decline—-Pennsylvania Railroad and Pennsylvania System in Sharp 
Contrast—An Attempt to Gauge the Uncertain Future 


T 33, Pennsylvania is now selling at 
A practically its lowest price within 
the memory of man. In the face 

of substantial advances registered by many 
of the standard roads, the stock of Amer- 
ica’s premier transportation system has 
suffered a gradual, but continuous decline. 
What is the significance of this disappoint- 
ing market action? Is it occasioned by 
the current earnings exhibit? Yet the in- 
come account so far this year shows an 


By BENJAMIN GRAHAM 


the March 20, 1920, issue of THe Maca- 
ZINE OF WALL STREET, and discreet doubts 
were expressed regarding the maintenance 
of the then 6% dividend. The following 
May THE MaGaZINE suggested a switch 
from Fennsylvania at 43 into Atchison at 
80 (present prices 33 and 92). A year 
later the “Pennsy” dividend was cut from 
$3 to $2. Yet the failure of the market 
adequately to reflect these changed condi- 
tions made it possible three months ago 

















TABLE I.—RECENT EARNINGS OF THE PENNSYLVANIA SYSTEM. 

a -——Net after Rents—— 
1921 1 1921 1920 | 
IS. ccadassncrenkaeen $382,376,000 $378,596,000 $16,024,000 Def. $39,340,000 | 
| Reet Eee 58,176,000 ,299, 6,679,000 Def. 38,648,000 | 
SD cccstecetehbcdeanieewss 55,714,000 75,246,000 4,923,000 3,836,000 | 
SEE csv i iancedgmavessusawean 59,538,000 78,513,000 6,498,000 4,429,000 
Total to October 31........... $555,804,000  $598,654,000 $84,124,000 Def. $69,723,000 | 














enormous improvement over the 1920 fig- 
ures, the increase in net revenue to Octo- 
ber 31 being no less than $105,000,000. 
How is it that despite this extraordinary 
progress, and contrary to the general mar- 
ket tone, Pennsylvania shares have shown 
persistent weakness? 

This question admits of two answers. 
The first is that current earnings, while 
far better than last year’s, are still very 
poor. It is doubtful whether 1921 will 
show even the interest charges fully 
earned. And, secondly, the market action 
of Pennsylvania is directly opposite to that 
of a speculative issue. Instead of nimbly 
discounting the future, it has been belated- 
ly reflecting the past. Not a little of the 
recent selling may have come from (Phila- 
delphia) investors who have just been 
studying the results for 1918. 

For, the unfavorable exhibit of Pennsyl- 
vania dates back at least four years. The 
actual earnings of the system under Fed- 
eral control were highly unsatisfactory, 
the results being bad in 1918 and much 
worse in 1919, At that time there was a 
widespread tendency to minimize the im- 
portance of these figures because of the 
abnormal operating conditions of the war 
period. 

Yet what grounds were there for 
the calm assumption that the réturn of 
the roads to their private owners would 
immediately eliminate all the disparities of 
Government control, and restore instanter 
the pre-war earning power? For in truth 
the first six months of private operation 
resulted in a: larger deficit for “Pennsy” 
than ever before, against which the road 
was providentially protected by the con- 
tinuance of the guaranteed rental. 

The situation was carefully discussed in 


318 - 


for THE MacGazIne or WALL STREET 
again to recommend an exchange from 
Pennsylvania at 38 into Reading Pre- 
ferred selling at the same price. In the 
meantime both issues have moved five 
points—but in opposite directions—to the 
substantial benefit of those who may have 
followed the advice tendered. 

These incidents are worth recalling be- 
cause they illustrate a peculiarity of estab- 
lished investment issues which can be 
turned to great advantage by the alert, 
intelligent investor. For, not only are 
such issues ordinarily strongly entrenched, 
but even should their safety actually be- 
come impaired, the price of the issue is 


fer into some other security making a 
more satisfactory exhibit. 


The Latest Earnings Statements 


To return to Pennsylvania’s current 
earnings, we find that the last three 
monthly reports are not only more satis- 
factory than for some time past, but 
actually show the dividend requirements 
fully covered. (See Table I.) For the 
total net operating income from August 
to October, inclusive, was $18,100,000, 
while the net deductions for interest and 
other charges are about $12,500,000, and 
the quarterly dividend amounts to $5,000,- 
000. Nevertheless, conclusions based only 
on the results of these three months are 
likely to be very misleading. For, this pe- 
riod is normally about the best of the 
year, and the remaining months cannot 
properly be expected to make nearly as 
good a showing. During the past ten 
years, August, September and October 
have been found to contribute about three- 
eighths of the total net income, instead of 
their proportionate one-quarter. If allow- 
ance is made for this seasonal variation, 
as it is called, the last three months are 
found only to cover their fair percentage 
of the year’s fixed charges. There is no 
sign as yet of anything being earned to- 
wards the dividend. 

In Table II we have constructed an in- 
come account for the Pennsylvania Sys- 
tem for the year ended October 31, 1921. 
The fixed charges are based on the 1920 
figures, later ones not being available. 
After making these deductions a deficit of 











TABLE II.—PENNSYLVANIA RAILROAD VERSUS PENNSYLVANIA SYSTEM. 
Income Account of Income Account of 
Pennsylvania System Pennsylvania Railroad 
Year ended Oct. 31, 1921 Calendar year 1917 
(,000 omitted) (,000 omitted) 
Mileage operated ........... 11, % of Gross 4,541 % of Gross 
Gross revenues ............ 7 100.0% $255,093 100.0% 
MES wesscccceanacee 265,933 87.8 82,223 82.3 
All other operating expenses 352,841 50.3 118.365 46.4 
Total operating expenses .... 618,774 88,1 200,588 78.7 
SL, iphinndeeisaes eked atuset 672 41 10,120 3.9 
Equipment and other rents.. 18,328 1.9 8, 14 
Wet after rents .........0.- 41,225 5.9 40,874 16.0 
Total fixed charges ......... *77,752 21,701 
Less other income .......... *27,526 1 
Net fixed charges .......... 50,222 7.2 1,598 6 
Balance for dividends ...... Def. 8,997 Def. 1.3 $9,281 15.4 
Dividend requirements ...... 19,963 2.8 29,951 11.7 
Surplus after dividends ..... Def, 28,960 Def, 4,1 9,330 3.7 
#1920 figures. tAt 4%, 

















very slow to respond to its new status. 
Investors venerate their old gods long 
after their divinity is departed. Hence the 
wide-awake iconoclast, who keeps track 
of developments affecting his holdings, has 
plenty of time to dispose of the doubtful 
issue, with slight, if any, loss, and to trans- 


nearly $9,000,000 appears, before any al- 
lowance whatever for the $20,000,000 divi- 
dend. When it is considered on the one 
hand that there is no Federal Guarantee 
to make up this deficit, and on the other 
hand that these results reflect a full year 
of increased rates, it is small wonder that 


THE MAGAZINE OF WALL STREET 





























“Pennsy” stockholders have become seri- 
ously disturbed. 

But can these meagre results be fairly 
taken as a criterion of Pennsylvania’s 
future earning power? Would they, there- 
fore, justify us in definitely relegating the 


or indirectly senior to the $500,000,000 of 
“Pennsy” stock. This is a far different 
story than the $305,000,000 of funded debt 
which made so favorable an impression 
in the 1917 report of the Railroad Com- 
pany alone. 











TABLE III.—PENNSYLVANIA RAILROAD VERSUS PENNSYLVANIA SYSTEM 
(Continued). 
Capitalization Structure. 


Pennsylvania System 
Dec. 31, 1920 % of total 


Pennsylvania Railroad 
Dec. 31, 1917 % of total 

















TEE ese Aaa? ae Se. Sem $817,000. 000 57.7% $395 ,470,000 43.7% 
Guaranteed and minority stocks........ 101,000.000 7.1 10,085,000 11 
SET cenaanadhgagansessa<sihensdeun>> ee 85,2 499,178,000 55.2 
TE howe ceccsccnscocecssecesecens $1,417,173,000 100.0% $904, 733,000 100.0% 
leading railroad of the country to the These facts rather rudely shatter the 


category of damaged investments? So 
serious a verdict cannot be based on the 
operating results of one year, or even sev- 
eral years. Confronted as we are by a 
catastrophic shrinkage in net earnings, 
dating as far back as 1918, we must ascer- 
tain to what extent it has sprung from 
temporary causes, and how far it has been 
caused by underlying, though unsuspected, 
defects in the constitution of the system. 


Railroad versus System 


Some instructive and perhaps startling 
information may be obtained by a study of 
Tables II and III. The first presents a 
condensed income account of the Pennsyl- 
vania System for the year ended October 
31, last, compared with the corresponding 
figures from the 1917 report of the Penn- 
sylvania Railroad. This table exhibits 
side by side the facts of the present status 
of Pennsylvania and the fiction upon 
which its past prestige was in some meas- 
ure based. For, by confining its attention 
to the annual statements of the Pennsyl- 
vania Railroad alone, the investing public 
has obtained a highly incomplete and er- 
roneous conception of the company’s 
financial structure. In 1917 the railroad 
company proper operated only 4,540 miles, 
as against over 11,000 miles comprised in 
the system as a whole. A score of other 
lines formed an integral part of the same 
transportation unit. And while the Penn- 
sylvania stockholders derived a good part 
of their revenue from these affiliated com- 
panies, this income was first subject to 
heavy deductions for prior interest and 
other charges. The bonds and minority 
stocks of these subsidiaries aggregated in 
1917 over $400,000,000—an enormous lia- 
bility which in no way appeared in the 
Pennsylvania Railroad Company’s balance 
sheet. 

For the great bulk of these securities, 
the Pennsylvania Railroad is nevertheless 
ultimately responsible. In most cases the 
interest and dividends are directly guaran- 
teed; in others they are covered by rental 
agreements. A large proportion of the 
minority stocks have been acquired by is- 
suance of guaranteed bonds in exchange, 
a procedure which is tending to elevate all 
these stock issues to the class of obliga- 
tions ranking ahead of the Pennsylvania 
shares. Table III reveals the true capi- 
talization of the Pennsylvania System on 
December 31, 1920. The bonded debt is 
no less than $817,000,000; the subsidiary 
stocks represent another $101,000,000—a 
total of $918,000,000 of securities directly 
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time-honored belief in the super-conserva- 
tive capitalization structure of Pennsyl- 
vania. In this important respect the sys- 
tem is found to rank well below Atchison 
or Union Pacific. Nevertheless, its ratio 
of stock to bonds is higher than for most 
other roads—considerably better than New 
York Central or Chesapeake & Ohio, for 








TABLE IV.—ESTIMATED NORMAL FU- 
TURE INCOME ACCOUNT OF THE 
PENNSYLVANIA SYSTEM. 


% of Gross 
Gross revenues . .$625,000,000 100.0% 
Maintenance ........ 218,750,000 935, 
Other op’ting expenses 281,250,000 45, 




















Taxes and rents .... 387,500,000 6. 

Bal. for fixed charges 87,500,000 14. 

Net deductions ...... 50,000,000 8. 

Balance for dividends 37,500,000 6. 

Dividends at 4%..... 20,000,000 3.2 

Surplus after div’ends 17,500,000 2.8 
example, and comparing favorably with 


Southern Pacific. 


High Operating Costs the Chief Difficulty 


Hence, while the fixed charges of the 
Pennsylvania System are far greater than 
is popularly imagined, they are not so 
heavy as to constitute a structural weak- 
It would require only 7% of the 
gross earnings of the last twelve months 
to cover all charges, and an additional 
3% to pay the $2 dividend. Under ordi- 


ness, 


nary conditions a well situated railroad 
should have no difficulty in saving 10% 
of its total receipts for return on capital. 

The real trouble of Pennsylvania lies in 
its operating expenses. Out of each dollar 
of revenue, it has spent this year about 
37'\4c. for maintenance, against a pre-war 
average of about 33c. The remaining op- 
erating costs—for transportation, traffic 
and general—consumed 50% of the gross, 
against a previous normal of about 42%. 
More concretely stated, if Pennsylvania 
could have operated this year on its pre- 
war proportion of expenses to receipts, its 
net income would have been fully $85,000,- 
000 greater—a little matter of $8.50 per 
share of stock. 

The question “Can Fennsylvania Come 
Back?” discussed many months ago in 
THe MaGazine oF Watt Street, might 
be restated as “Can Pennsylvania Reduce 
Its Operating Ratio?” The writer has 
faith in the ability of the road’s manage- 
ment, and expects to see it gradually ob- 
tain a firmer grip upon its operating costs. 
The reader will realize the difficulties in- 
volved in making a definite prediction of 
future earning power. Volume of traffic, 
rate levels, wage scales and labor rules, 
all have a direct bearing on this knotty 
problem. 


In Table IV there is hazarded a very 


tentative and theoretical guess at what 
might be called a normal post-war income 
account for the Pennsylvania System. 


The primary assumption here is that both 
rates and wages will ultimately be sub- 
ject to further substantial reductions. 
The estimated ratio of expenses to reve- 
nues is still considerably above the old- 
time 


levels, but represents a great im- 
provement over the current exhibit. This 
imaginary statement shows the fixed 


charges covered about one and two-thirds 
times, and a balance of about $3.50 per 
share of stock. A result of this kind 
would permit the continuance of the cur- 
rent dividend, but would hardly be con- 
ducive to a return to the former $3 rate. 

To this hesitating anc unenthusiastic 
conclusion the facts at hand must lead us. 
The best that can be said is that there is 
reason to hope that Pennsylvania’s earn- 

(Continued on page 359) 
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Pennsylvania System—Freight Train on Horseshoe Curve 








Seasonal Decline in November 


Lower Freight Rates and Reduced Volume of Traffic Result in a Falling Off of Net 


HE railroad market has been sagging 

for the past thirty or forty days in 

anticipation, undoubtedly, of the poor 
operating results of the carriers for the 
last two months of 1921 and the first two 
months of 1922, There has been the usual 
year end slowing down in almost all in- 
dustries and the months of January and 
February are normally the leanest months 
in the year for industrial concerns as well 
as the railroads. With the majority of 
railroad returns for the month of No- 
vember at hand it can definitely be stated 
that the showing as a whole was satisfac- 
tory. In the case of the leading eastern 
carriers and the coal roads the showing 
was especially gratifying. Pennsylvania 
reported a substantial increase in net op- 
erating income over the previous month 
although gross earnings were lower. It is 
indeed a very encouraging sign to see the 
premier road of the country slowly but 
surely getting its expense account under 
control. In spite of reduced operations 
of coal mines during the month of Novem- 
ber all the coal roads reported substantial 
operating profits. There was on the other 
hand a few cases of very low returns. 
St. Paul’s net gain declined to the vanish- 
ing point, as did Chicago & North West- 
ern’s, but to offset this the two Hill roads 
in the northwest reported very good earn- 
ings. Gross earnings of the former roads 
declined 21% and 26%, respectively, com- 
pared with a decrease of 13% for Great 
Northern and 19% for Northern Pacific. 


Car Loadings and New Rates 


The car loadings for the first three 
weeks of December, 1921, indicate that 
the showing for that month will be con- 
siderably below that of the previous month. 











CLASS I ROADS, 
(000 omitted.) 
Month’s normal 
Net oper, earnings to give 
income a 6% return 
D$958 $67,272 
. D7,378 56,599 
30,695 81,089 
29,249 80,487 
37,080 92,7386 
52,845 99,073 
69,485 93,267 
.. 90,000 105,000 
September .... 87,174 113,000 
October ...... 105,453 114,400 
*November 70,000 109,328 
*Estimated. 




















The number of idle cars has again risen 
to very large figures. 

On January Ist the roads put into effect 
their new freight rates, which will amount 
to about a 10% reduction on all com- 
modities. This will, of course, further 
reduce earnings and cause additional hard- 
ships for those roads which are in the 
weakest position, for they are in no posi- 
tion to bear additional burdens even if only 
for a short time. It seems to be the im- 
mediate unfavorable conditions surround- 
ing the roads which is having such a de- 
pressing effect on the market, but we be- 
lieve. that far-sighted investors will take 
advantage of these conditions by buying 

(Continued on page 7a) 
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ANALYSIS OF RAILROAD EARNINGS FOR FIRST 11 MONTHS OF 1921 


The following table is compiled on the assumption that the first eleven months represent 


92% of the traffic year, as they did in the test period: 


Net Oper 
Def. 


‘~ Charges 
Road Earned 
*Atchison 
Be GD Be cvs eecccccecesccecess ina 
OP MR ctetdtagesescansecsecesaes 
Canadian Pacific 
Chesapeake & Ohio... .... 0.2.6. ccc scceeenees 
EES 2 RN eee ree 
*Chicago Great Western . 
Chicago, Mil. & St. Paul............ceeseess 28 
Chicago North Western............- 225-006: 92 
*Chicago, R. I. & Pacific 
Cleve., Cin., Chic. & St. L..........ceeceees 
*Colerade & Goutherm.........0.000 ccccccees 
WD Br Tin ccc cccecceccsccccececses 
Delaware, Lack. & Western.........+.sse0+- 
Erie 


Tilinois Central ..........seeeeeeess eoececece 
Mamens Glty Bor... ..ccccccccccccecccccesece ee 
*Lake Erie & Western 
Lehigh Valley . 
Baemeeets @ Walle... oc ccccccscccccceccece 71 
Minneapolis & St. Louis.............e505 eee 
Missouri Pacific 
*New York Central 
N. Y¥., Chicago & St. Lowis.............000. 
N. ¥., New Haven & Hartford.............. 
Ti. Be, Gutasin B Westatis ccc ccccccccccccccs 
EE eS ccunembeweedeedcucececes 
Northern Pacific 
Pennsylvania 
Pere Marquette 
St. Louls, Gam Pramelscs........ccccccccccce 
Be Fs 0.00 ctcnceesccocsocess 
*Seaboard Air Line 
Southern Pacific 
Southern Railway 
I a vie uc puccusebsosoceoonases 
Union Pacific 
Wabash 
Western Maryland 
Western Pacific 


eee eee Cee eee eee reer ee 


Ae eee eee eee eeeeeese 


*Earnings are on the ten-month basis. 


$ per Sh. 


on Pfd. 


$4,00 


$ per Sh, 

on Com. 
$18.25 
3.40 


4,15 

2.85 

9.65 
11,20 

(a) 12.75 


(b) 


(a) $50 par value. (b) After 5% om the common stock, all olasses of stock share equally. 


(ce) Without oil income and after capital adjustments. 
after proposed adjustments. (e) On the 7% prior preference stock, 
ferred stock. (g) Om the preferred A stock, 


(a) Including Denver & Rio Grande and 


(f) On the 4% 2nd pre- 














THE MAGAZINE OF WALL STREET 




















American Locomotive Co. 
Baldwin Locomotive Works 
American Car & Foundry 





Industrials 





Haskell & Barker 
Pullman Co. 
Pressed Steel Car 





How Will Equipment Companies Fare in 1922? 


Will There Be a Shortage of Equipment?—How the Individual Companies Compare—Invest- 
ment Outlook for Securities in This Group 


CCH has been said in recent 
months about the turning point 


in equipment buying having 
been reached. There is a great deal of 
talk going about purporting to show 
that equipment companies are entering 
what is to be the best year that they have 
had in many years. Arguments are ad- 
vanced on all sides to the effect that 
railroad buying for the past three or 
four years has been exceptionally light 
and that equipment in service has been 
allowed to deteriorate to a very great 
extent. “A tremendous shortage of 
equipment exists” is the cry that has 
been raised repeatedly as 1921 is 
ushered out and 1922 is buoyantly 
courtesied in. So emphatically and re- 
peatedly has this statement been made 
that the average individual has just 
about taken it for granted and let it 
go at that. It will be the purpose of 
the writer, in this article, to offer a fair 
and unbiased presentation of the facts 
and show under what conditions there 
would be a shortage and under what 
conditions no shortage at all would 
exist. What the railroads have been 
buying in the last four years has a 
bearing on any estimate of equipment 
needs in the coming year, but the most 
important consideration of all is “What 
will the probable volume of traffic 
amount to in 1922?” And then, “How 
much equipment will the roads need to 
handle this traffic?” 


How Many Locomotives? 


The railroads’ requirements for loco- 
motives can best be estimated by the 
following two factors: 

1. By the normal repl t d d over 
a number of years, that is to say, the number 
of locomotives that are required per annum 
to take the place of locomotives that have to 
be scrapped each year. 

2. By the number of locomotives in excess 
of those now in service that will be required 
to handle the probable peak movement of 
traffic in 1922. 

In the decade ended December 31, 
1916, the number of locomotives in 
service increased 13,350, whereas dur- 
ing this same period about 33,500 loco- 
motives were built. This indicates that 
some 20,000 locomotives were retired 
during these ten years, or on an aver- 
age of 2,000 locomotives per annum. 
As this calculation is made over a period 
of normal railroad requirements we may 
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fairly assume that there will be a mini- 
mum demand of 2,000 locomotives in 
1922 for replacements alone. 

The following table shows the 
number of locomotives built for domes- 
tic use only in the last six years: 

Number Built 


2,708 locomotives 
2,585 ™ 


1920 
1921 (estimated) <1 
The number of locomotives built 
since 1916 have therefore been more 
than sufficient to take care of replace- 
ment requirements. The number built 


1895 1905 


carried one mile, and in 1920, 10,500,000 
tons. These figures tell the story of a 
large increase in the volume of traffic 
hauled and the more intensive use of 
railroad equipment. The accompanying 
graph shows the increase in freight 
ton-miles since 1895. From this graph 
it will be seen that the performance 
of 10,500,000 ton-miles was accom- 
plished in a year of the heaviest traffic 
movement of all times. Since 1920 
there has been a very heavy falling off 
in freight movement, and there is little 
likelihood of this heavy volume being 
reached again before the latter part 
of this year and more probably not 


1910 - 195 


TH, FREIGHT TONS MOVED ONE MILE 
FIVE YEAR AVERAGES 


8 


‘Billions: of-Ton: Miles 


— 
ad 
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ESTIMATE 


+4 omer ACTUAL VOLUME OF TRAFFIC 


s 


50 YEAR) 1916 10 1921 INCLUSIVE LNDED DEC.) 


momen THEORETICAL VOLUME OF TRAFFIC 
OW BASIS OF PRLWAR. INCREASE 








in excess of 2,000 per annum therefore 
were utilized to take care of the rapid 
increase in the volume of traffic handled 
by the roads. How far these additional 
locomotives went towards meeting the 
present volume of. traffic and the prob- 
able peak volume for this year is what 
has to be determined. 


Relation of Traffic Movement to 
Locomotives 


In 1913, each locomotive in freight 
service carried 9,300,000 ton-miles. In 
other words, each locomotive moved 
that number of tons one mile in the 
year. In 1916, 10,000,000. tons were 


much before the latter part of 1923. 

For the first nine months of 1921 the 
freight ton-miles amounted to 225,643,- 
000,000, or at the annual rate of about 
312,500,000,000. This would be about 
24% below the 1920 performance and 
explains why the demand for locomo- 
tives last year was so small. In 1921, 
there was a large surplus of locomo- 
tives on the roads and even in the 
months of heaviest traffic movement a 
large number were kept in storage. It 
is therefore quite apparent that unless 
there is a very substantial improvement 
in business this year no shortage of 
locomotives will exist and the locomo- 
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tive producing company’s operations 
will depend entirely on replacement 
orders and foreign buying. 

On the other hand, assuming there is 
a considerable improvement in business 
this year, say to the extent of bringing 
about a performance of 375,000,000,000 
ton-miles and that each locomotive 
carries 10,000,000 tons one mile, or a 
performance equivalent to that of 1916, 
it would require about 37,500 locomo- 
tives to handle the business. 

On September 30, 1921, there were 
approximately 33,400 freight locomo- 
tives in service and 4,255 in storage. 
Of the total number in storage it is 
estimated that about 1,000 are unserv- 
iceable, indicating a total number of 
serviceable locomotives on hand as of 
the above date of about 36,600. There- 
fore on the basis of a 375,000,000,000 
ton-mile movement in the current year 
there would be a probable shortage of 
about 900 freight locomotives. Since 
freight locomotives constitute about 
60% of the total number in service, the 
total shortage might be estimated at 
about 1,500 locomotives. 


Productive Capacity and Probable 
Demand 


The locomotive producing companies 
in this country have an estimated capac- 
ity of 7,500 per annum. From the above 
table on locomotive production since 
1916, it will be seen that these com- 
panies would not have been able to 
operate at an average of more than 
334% of capacity during this period 
on domestic demand alone. Foreign 
orders in recent years, however, have 
been very heavy, averaging about 2,000 
per annum for the last six years. This 
foreign demand pulled the roads 
through the five years ended December 
31, 1919 in great shape and enabled 
them to operate close to capacity a 
great part of the time. Last year, how- 
ever, the story was quite different. 
Domestic and foreign orders fell off 
rapidly and for the first three quarters 
of the year operations hovered between 
15% and 20% of capacity. In the last 
two months there was a considerable 
improvement in both domestic and 
foreign demand and it is now estimated 
that operations are about 30% of 
capacity. 

“What will the demand be in the 
current year?” is the important consid- 
eration. As was previously indicated 
replacement demand should call for 
about 2,000. 

On a 20% increased volume of traffic 
there would be a shortage of about 
1,500. On a 15% increase in freight 
movement or less there would be no 
shortage at all. If the traffic for the 
year should be heavy enough to reach 
the 400 billion ton-mile mark again the 
shortage might be as much as 4,000 
locomotives. 

The strong financial position of the 
two leading locomotives producing 
companies justifies the assumption that 
European countries will continue to be 
given extensive credit to aid them in 
buying equipment. A conservative esti- 
tate of the probable foreign demand 
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this year would seem to be around 
1000 locomotives. 


There are many conditions at the 
present time that business this year 
will be considerably better than last 
year and an estimate of a freight move- 
ment of 375 billion ton-miles for the 
year seems reasonable. Summing up 
on this basis then we find that the total 
demand for locomotives in 1922 should 
approximate 4,500. This would mean 
operations at the rate of about 60% of 
capacity for the locomotives producing 
companies. This certainly would be a 
very satisfactory condition and would 
mean substantial profits for them, but 
it must not be overlooked that if con- 
ditions should not improve to this ex- 
tent the situation would not be nearly 
so bright. On the.basis of the peak 
volume of freight handled in 1921 or 
even a 15% improvement over this peak 
in the current year the number of loco- 
motives on hand would be sufficient to 
handle the traffic and replacement de- 
mands would very probably be cur- 
tailed as they were last year. Under 
these conditions these companies could 
not be expected to maintain operations 
at better than 30% of capacity. What 
this would mean to Baldwin and Amer- 
ican Locomotive will be shown later. 


How Many Freight Cars? 


In determining the situation in regard 
to freight cars, the same factors must 
be taken into consideration, that is, 


“normal replacement requirements and 


requirements for increased volume of 
traffic. 

For the decade ended December 31, 
1916, there was an indicated normal re- 
placement demand of 100,000 cars per 
annum. 

The following table shows the number 
of freight cars built in the last six 
years for domestic use: 


Number Built 
FS ee 111,516 freight cars 
eee 115,705 - - 
ll. akedebenitimedaumaaieianiiad 67,063“ va 
BD  Succeecncencteceuvescanesaa 94,981 - ied 

Tl dihesiiid paket cinnamon 955 “ * 


From the above table it can readily 
be seen that replacement demand since 
1917 has been considerably below 
normal. On the other hand the number 
of tons of freight carried during this 
period increased rapidly, so that it at 
once becomes evident that not only was 
there no increase in the number of 
freight cars in service since 1917, to take 
care of the increased business but those 
in service must have been subjected to 
the most intensive use during the years 
of heavy traffic movement and conse- 
quently there must be a larger per- 
centage of “bad conditioned” cars on 
hand than ever before. This fact offers 
the only encouragment. This is the only 
encouraging feature in the outlook for 
freight car producing companies for the 
current year. 


A Good Indicator of Car Surplus or 
Shortage 
A very good indicator of freight car 
surplus or shortage is to be found in a 
figure known as “ton miles per ton of 
capacity.” This figure is obtainable by 


’ dividing 





the annual revenue freight 
train miles by the total capacity of all 
freight cars in service. This calcula- 
tion over a series of years has indicated 
that under normal conditions it requires 
one ton of freight car capacity for every 
3,500 tons carried one mile. When this 
figure exceeds 3,500 for the year, indi- 
cating greater work performed by each 
freight car, there is usually a shortage 
of freight cars and vice versa. Thus in 
1918, a year of large car shortage, there 
were 4,090 ton-miles per ton of capacity, 
and in 1914, a year of car surplus, there 
were 3,180 ton-miles per ton of capac- 
ity. In 1920 there was the largest car 
shortage in the history of railroad oper- 
ation, but it did not take very long for 
this shortage to turn into a very large 
surplus in the early months of 1921 
when traffic declined so rapidly. At the 
present writing this surplus is almost 
as large as it ever was, being estimated 
at over 500,000 cars, of which some 
160,000 are reported as unserviceable. 

The question now is, “What will the 
roads probably require this year?” 

On December 31, 1920, there were 
2,352,911 freight cars in service. The 
average capacity of each car was about 
43 tons, indicating a total capacity of 
about 101,100,000 tons. On the basis 
of 3,500 ton-miles for each ton of 
capacity, the freight cars available at 
the present time could handle a move- 
ment of 381 billion ton-miles or a 
volume of traffic about 6 billion ton- 
miles in excess of the estimate for the 
year. There does not appear to be 
much possibility of a shortage of freight 
cars exjsting at any time this year, 
but on/the other hand the indications 
are that the surplus cars which exist 
today will all be called into use during 
the year and this means that the re- 
placement requirements will undoubt- 
edly be very heavy. Minimum require- 
ments would seem to call for about 
150,000 cars with considerable possi- 
bility of orders reaching the 200,000 
mark. 

The foreign demand for freight cars 
in the last two years was considerably 
below the previous three-year average. 
In 1920, about 14,500 cars were built 
for foreign use and in 1921 the number 
was even less than this. Demand this 
year might be expected to be around 
25,000 cars, but hardly more than this. 


Capacity vs. Demand 


The freight car productive capacity 
in this country is estimated to be 
around 300,000 per annum. With a 
probable demand of around 200,000 cars, 
freight car producing companies should 
be able to operate at about 2/3 of capac- 
ity. This would compare with opera- 
tions of around 25% of capacity last 
year and around 45% of capacity the 
year before. 

The other side of the picture would 
be on the assumption that there is little 
or no improvement in traffic over last 
year. Under these conditions very 
little can be expected for the equipment 
companies. Operations would very 
likely be carried on at a rate slightly 
in excess of last year. 

Having reached some idea of how the 
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equipment companies are likely to fare 
this year the writer will endeavor to 
point out the probable earning power 
of these leading companies when oper- 
ating at different percentages of capac- 
ity, The leading equipment companies are 
in a very interesting position at the pres- 
ent time. In the locomotive producing 
group there are but three companies, 
namely, Baldwin Locomotive, American 
Locomotive and Lima Locomotive. 


The last named company is a very small 
one with a very limited number of 
shares listed on the New York Stock 
Exchange. Because of the extremely 
narrow market existing for these shares 
it would not be at all suitable for either 
investment or speculation. The writer 
will therefore confine himself to a dis- 
cussion of the remaining two com- 
panies, Baldwin Locomotive and Ameri- 
can Locomotive. 





- American Locomotive Co. 


Has Net Working Capital of Close to $40,000,000—Outlook for 
Common Very Bright 


American Locomotive Co. 


American Locomotive manufactures 
between 40% and 45% of all the loco- 
motives built in this country each year. 
This company and the Baldwin Loco- 
motive Works have almost a complete 
monopoly in their field. Between them 
they manufacture close to 95% of the 
total number built each year. For the 
past six years estimated production of 
the former company was as follows: 


% of Capacity 


Production 
1,800 locomotives 
2,500 = 


These figures are rough estimates, 
being based on a production of about 
45% of the total number built in these 
years. This table should be studied in 
connection with the following one on 
earnings. The interesting point is to 
be found in the striking earning power 
of the company even during years of 
comparatively small operations. As 
this study goes on this condition will 
be found to be true in the case of all 
the equipment companies. The reason 
for this is to be found in a much larger 
margin of profit on the commodity sold 
than exists in almost any other indus- 
try. This is a very natural condition 
when one stops to consider that the 
normal demands of the railroads would 
not keep the equipment companies oper- 
ating at more than 30% of capacity. 
Operations at this rate in almost any 
other industry would result in extremely 
poor earnings. It is therefore necessary 
that the margin of profit on locomo- 





Net operating income 
Preferred dividends 


Balance available for common... 
Dividends per annum 
Earned per share of common 


*Years ended December 31st. 


mated the company will show a balance 
earned on the common stock well in 
excess of common dividends. 

In passing the writer wished to call 
the readers’ attention to the fact that 
the earnings of all equipment companies 
have been boosted considerably by an 
exceptionally large demand for repair 
work. Repair work has played an im- 
portant part in the operations of these 
companies, but there is no way of de- 
termining how much of the revenue 
derived was from building operations 
and how much from repair work. 


An Increased Dividend for American 
Loco 


As shown by the “Equipment Indus- 
try Study” there is a very considerable 
possibility of the locomotive companies 
operating at 2/3 of capacity this year, 
in which case it becomes quite evident 
that American Locomotive would reap 
very large profits. At present the com- 
pany pays 6% per annum on its 
common stock, and the margin of 
safety for this dividend has been very 
large in the past six years. Earnings 
in this period have averaged about 3% 
times dividend requirements. In the 
current year American Loco stands a 
very good chance of earning as much 
as in 1920. The present 6% dividend 
of the company seems to be more than 
conservative. If 1922 comes true to 
predictions a higher dividend rate for 
American Loco seems almost a cer- 
tainty. This stock could easily be 
placed on an annual 8% basis and 10% 
would not be beyond possibility. On 





1917 1918 *1919 
(000 Omitted) 

$7,201 $5,911 $7,111 

1,750 1,750 1,750 


$5,451 $5,361 
1,500 1/500 
21.60 21:20 


1916 


$10,769 
1,750 





tives and freight cars sold be very large 
if this industry is to continue to pros- 
per. Earnings of the American Loco- 
motive Co. for the past six years were 
as follows: 

Last year was obviously one of the 
worst years the company ever had as 
shown by the table on production. 
With operations for the year averag- 
ing about 20% of capacity it is esti- 
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the other hand allowing for no im- 
provement in conditions over last year 
the present 6% dividend would be ade- 
quately secured. As a matter of fact 
American Loco could well afford to 
pay dividends of 7% per annum on the 
basis of present operations. 


Strong in Working Capital 
The June 30th, 1921, balance sheet 


of the American Locomotive Co. re- 
flected the exceptionally strong finan- 
cial position of the company. Total 
current assets amounted to $46,666,883, 
or over 50% of the total assets owned. 
Of this amount $10,750,000 was in U. S. 
Treasury Certificates, $2,000,000 in 
N. Y. City Corporate Stock and about 
$29,000,000 in cash, receivables and 
sound securities. The company’s strong 
position is due to the very conservative 
and sound management of the directors. 
The outstanding policy seems to be 
that of tying up only enough capital 
to handle the business already on the 
company’s books and placing the bal- 
ance in highly liquid form and em- 
ployed loans, securities and other forms 
of interest and dividend paying income. 
This policy minimizes losses from de- 
clining inventory values and enables the 
company to meet any emergency that 
may arise. In the first six months of 
1921 American Loco received close to 
$1,000,000 in interest and dividends from 
outside sources. This is at the rate of 
about $2,000,000 per annum or sufficient 
to cover the entire year’s preferred 
dividend and about 1% on the common 
stock, further illustrating the excellent 
possibilities for an increased annual 
dividend. 


Against this strong array of assets 
there was but $6,838,401 of current lia- 
bilities, of which $2,870,000 was set 
aside as a reserve against possible 
shrinkage in the value of notes and 
bills receivable and the balance reserved 
to meet U. S. and Canadian Income 
and Excess Profits taxes. The com- 
pany, in spite of the business depres- 
sion, does not owe one cent to the 
banks. 


The net working capital amounted to 
close to $40,000,000, some $25,000,000 
of which is highly liquid. The common 
stock has a total tangible asset value 
of well over $200 a share. 


Outlook for the Common 


American Loco common is at present 
selling around $103 a share, at which 
price the return on the investment is 
but 5.8%. If the company were to do 
no better than maintain the present 6% 
dividend this price would be too high, 
but everything points to a much larger 
disbursement within the current year 
and the stock has been discounting this 
possibility for some little time now. 
At its present price it is 30 points from 
the low of the year and the technicable 
position of the market may be such as 
to warrant a slight reaction from 
this level but the inherent sound- 
ness of this company warrants pur- 
chases around this level and on every 
reaction. An 8% dividend could be 
easily maintained and if this rate were 
paid the stock would sell at at least 
$120 a share and with money rates 
definitely headed for lower levels prob- 
ably as high as $135 a share. Then 
again a 10% dividend rate for this stock 
is very possible so that it can readily 
be seen what excellent possibilities exist 
for this security at even the current 
price. 
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Baldwin Locomotive 


Twin Brother of American Locomotive—Latter Offers 
Better Opportunities 


Baldwin is very much of a_ twin 
brother to American Locomotive. In 
capitalization, financial position, earn- 
ing power and management they bear 
a strong resemblance, but all things 
considered American Loco appears to 
be the better company and offers the 
greater possibilities. The stock market 
has only recently begun to recognize 
this as reflected by the fact that last 
year for the first time since 1917 and 
the second time in the history of the 
two companies the common stock of 
the latter company sold higher than 
the stock of the former and at the time 
of writing this article the spread be- 
tween the two securities is the largest it 
has ever been. 

In 1919 Baldwin earned a balance of 
$24.35 a share on the common stock, 
compared with a balance of $30.80 a 
share on American Loco. In 1920 the 
earnings of the two companies were 
$15.15 and $21.20 per share, respectively, 
and for 1921 there will probably be the 
same proportionate difference. Last 
year up to about October 1, 1921, the 
greater bulk of Baldwin’s orders were 
from foreign sources. In October for- 
eign orders for 99 locomotives were 
booked and in November the company 
received an order for 50 Santa Fe en- 
gines from the Southern Pacific R. R., 
the largest in over seven months. The 
company is now operating at about 
35% of capacity, compared with opera- 
tions at about 20% four months ago. 
At the present rate Baldwin has enough 
business on its books to keep it busy 
for the next two or three months. 


Comparative Capitalization and Bald- 
win’s Improved Financial Position 
It is interesting to note the compara- 


tive capital structure of the two leading 
locomotive manufacturing companies. 


Baldwin 
Loco. 


American 
Loco 


$1,932,000 


$10,996,575 
20,000,000 
20,000,000 


$50,996,575 


“Funded debt 
Preferred 
Common 100,000 


Total capital.... $51,932,000 


stock 25,0 





*The entire funded debt under the American 
Locomotive Co. is of the subsidiary companies. 
The parent company has no bonds outstanding. 
Of Baldwin’s total funded debt, $2,400,000 is a 
subsidiary company obligation, 


On December 31, 1920, Baldwin had 
current assets amounting to $57,510,000, 
but of this amount $16,321,000 was in 
inventories, an amount 55% in excess 
of the figure at the end of the previous 
year. Inventories, however, were re- 
duced to about $7,600,000 in less than 
six months. 

Of the total current assets, bills and 
accounts receivable were also abnor- 
mally high, amounting to $25,000,000, 
but this account has also been consider- 
ably reduced. The company was rather 
low on quick assets. Cash amounted 
to $1,371,000 and Liberty bonds $1,000,- 
000, or a total of $2;371,000. What the 
quick assets stand at to-day is not 
actually known, but the company re- 
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cently purchased $6,000,000 of Treasury 
Certificates. Enough said. 

Included in the current assets a year 
ago was $13,164,664 of bonds and notes 
of the Governments of Poland, Belgium, 
Roumania and Argentine. Since the 
beginning of 1921 Baldwin has sold all 
of the Belgian notes at a price some- 
what below the figure they were car- 
ried at and the Roumanian notes were 
reduced from $1,592,000 to about 
$1,000,000. On the other hand the 
Argentine credit has been increased 
from $700,000 to $6,500,000 and a credit 
to the extent of about $4,000,000 has 
been extended to Mexico. Baldwin 
holdings of foreign securities are about 
$5,600,000 in excess of what they were 
a year ago. This reflects the company’s 
large activities on foreign orders in the 
past year. 

On December 31, 1920, Baldwin’s cur- 
rent liabilities totalled $27,186,000, of 
which $11,000,000 were notes payable 
to banks and $5,000,000 in notes of the 
War Finance Corporation. All of the 
bank loans have been paid off and to- 
day Baldwin’s current liabilities prob- 


ably do not exceed $15,000,000. 


Although the company’s financial 
position has been greatly improved 
since a year ago and it is entering the 
year in a fairly good position it is by 
no means so well fortified as American 
Locomotive. The notes of the foreign 
governments now held will undoubtedly 
be paid off in time but they can hardly 
be called a “current asset.” 


Outlook for the Common 


Baldwin common pays 7% per annum. 
The company’s per share of common 
earnings, as previously shown, have 
averaged pretty close to the earnings 
of its competitor. This earning power 
is certainly sufficient to warrant an in- 
creased dividend. Yet Baldwin com- 
mon is now selling about 10 points 
below American Loco common. The 
answer for this seems to be, “The latter 
company is in a so much stronger cash 
position and therefore in so much bet- 
ter position to pay out more money in 
dividends and its income from invest- 
ments so large as to give the common 
stock much greater stability regardless 
of whether there is a substantial im- 
provement in equipment buying in the 
current year.” Notwithstanding these 
facts Baldwin below $100 is a very at- 
tractive speculative investment and will 
undoubtedly sell materially higher in 
the course of the year. 





American Car & Foundry 


Leading Manufacturers of Freight Cars—Stocks Good 
Investment 


The American Car & Foundry Co, is 
the leading manufacturer of freight 
cars in this country. The company 
operates 16 plants which have an an- 
nual capacity of 125,000 freight cars, 
or over 40% of the total capacity of 
the country. Assuming that Car Foun- 
dry obtained 40% of the total business 
done in the last five years the com- 
pany’s production was probably close 
to the following figures: 


Fiscal Years Ended April 30th 
% of 


Production Coggeny 


Had American Car & Foundry done 
nothing more than operate at the above 
percentages of capacity during the past 
five years it would not have been able 
to report the very large earnings it did 
for this period. Earnings for the past 
five years averaged $27.80 a share on 
the common stock. As a matter of fact 
the production of freight cars during 
the war years probably constituted 
considerably less than 50% of the total 
business done. The company’s plants 
were chiefly devoted to-turning out 
munitions on U. S. Government con- 
tracts and a good many large orders 
for the manufacture of phonograph 
cabinets were received. In the last two 
years final settlement with the Govern- 
ment on these contracts was effected 
and the earnings for this period may 
have reflected this fact. Then again the 


railroads have been giving out more 
repair work than they have ever done 
before and American Car & Foundry 
has been receiving a very large propor- 
tion of this work. The reason for this 
is that it has been cheaper to give the 
work out than have it done in their 
own shops, but now that wages are 
coming down and working rules being 
changed the outlook is for considerably 
less of this sort of work than the 
equipment companies have been doing 
in the past few years. These various 
conditions make it very difficult to ob- 
tain any clear idea of what the com- 
pany’s earning power really is under 
normal operations. For the fiscal year 
ending this coming April it is doubtful 
if the company will be able to report 
a balance of over $15 a share on the 
common, compared with a balance of 
$21.50 a share ended last April. The 
common stock pays 12% per annum and 
with the present favorable outlook for 
the coming year it will probably have 
no difficulty in covering this dividend. 


Dividend Reserve 


It is interesting to note that Car & 
Foundry’s earnings during the past half 
decade have averaged pretty much the 
same on the common stock as the two 
equipment companies previously dis- 
cussed and yet this company pays twice 
as much per annum as one of these 
companies and 5% more per annum 
than the other. In other words the 
cream is being taken off each year and 


(Continued on page 366.) 
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Pierce-Arrow Motor Car Co: 





Faces a More Profitable Year 
High Bank Loans a Difficulty—The Question of Future Financing 


HE staggering situation faced last 

year by Pierce-Arrow resulted in a 

deficit of $4,000,000 for the first nine 
months. In the final quarter, however, the 
company commenced to slowly climb out 
of the rut of depression and while the 
improvement is a little too young to war- 
rant a conclusion that would ‘cover the 
full year to come, it is at least likely that 
the unusually heavy deficit which will be 
reported for 1921 will not be repeated in 
1922. Indeed, owing to various features 
of the company’s operations which will be 
discussed later, it is possible that instead 
of a deficit there may actually be a small 
profit. At all events, a degree of op- 
timism is now warranted which was not 
justifiéd at the beginning of last year. 

The principal factor preventing Pierce- 
Arrow from making a better showing in 
1921 was the very large and unbalanced 
inventories of raw materials with which 
the company entered the past year. On 
January 1, 1921, the inventory item stood 
at $16,470,000 but at the present time in- 
ventories are understood to have been re- 
duced to below $14,000,000 and will be 
reduced further through the use of a spe- 
cial reserve of $3,700,000 set up for the 
purpose. 

Another embarrassing feature was the 
necessity of financing the new line of cars 
put out last year. The amortization of 
the new products had a very direct 
bearing on the exceptionally poor show- 
ing. 

Still another factor and one which is 
something to contend with under the con- 
ditions which are likely to prevail for a 
year or two is the greatly increased over- 
head expenses of the company. With the 
plant capacity based on a 10,000 vehicle 
output annually and with the output no 
more than about 4,000 cars and trucks last 
year, it is obvious that the company’s op- 
erations have not been sufficient to meet 
the added overhead. It is apparent that 
in order that the cost of operations may 
be materially reduced in ratio to the vol- 
ume of operations, the amount of business 
handled by the company must increase. 
Very probably an increase to 6,500 cars 
this year would materially reduce the 
overhead per car and would correspond- 
ingly increase the margin of profit. In 
this connection, it is important to note 
that the $1,000 reduction in open model 
cars and the $500 reduction on closed cars 
will greatly reduce the gross profits of 
the company. In order to offset this fea- 
ture, it is necessary, in addition to drastic 
economies of operation, that the volume 
of sales increase. Simply, the situation 
facing Pierce-Arrow is to sell more cars 
at a lower price and thus maintain a fair 
margin of profit. 

Fundamentally, of course, the possibility 
of operating at a greater ratio of plant 
capacity lies principally in the outlook for 
business, in general. It is generally be- 
lieved that the current year will see an 
improvement in business and consequently 
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in the automobile business, which in turn 
should benefit Pierce-Arrow. 

There has already been an improvement 
in demand for trucks from which the com- 
pany has derived considerable business. 
In fact, toward the end of last year the 
company’s truck business exceeded the 
passenger end. With continued improve- 
ment in the department of truck manufac- 
ture, the company should make a better 
showing this year. 


Financial Position 

The company owes the banks about 
$7,000,000. It is extremely unlikely that 
any great part of this sum can be liqui- 
dated in the near future. While the banks 
are not forcing matters at present and are 
willing to extend their loans, it is doubt- 
ful that the company can escape 1922 
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without new financing of some form or 
other. Certainly the necessity of funding 
the present bank loans will eventually 
arise. Fortunately the money market has 
shown a greatly improved tendency and 
should the company issue new bonds or 
notes to take care of its bank loans it is 
probable that before the year is over it 
will be able to take such a step without 
paying an exorbitant amount for the priv- 
ilege. Otherwise the company is in a 
sound condition and should be able to carry 
on indefinitely. A few malicious rumors 
were spread about several months ago con- 
cerning the immanency of receivership for 
the company, but close analysis of its finan- 
cial condition reveals not the slightest 
ground for such statements. Pierce- 
Arrow is solvent and will undoubtedly, if 
slowly, work its way out of the present 
unfavorable situation. 
The Preferred Stock 

While, no doubt, many difficulties will 
attend the return of this company to a 
condition of relative ease, financially speak- 
ing, the preferred stock at current levels 
seems to offer a favorable speculative in- 


vestment opportunity over a long period. 
Dividends on this issue were suspended 
last April. It is doubtful that dividends 
will be resumed until further progress has 
been made with regard to liquidation of 
inventories and, what is equally impor- 
tant, until either the present bank loans 
are liquidated or funded. However, the 
issue is cumulative and eventually share- 
holders should receive their 8% annually 
in addition to the accumulated dividends. 
There are only 100,000 shares of this stock 
outstanding. 

Over a long period, the stock is attrac- 
tive. While it may fluctuate at around 
current levels of 30 or even somewhat 
lower for some time, the almost certain, 
though perhaps slow, improvement in the 
company’s affairs will be reflected in the 
price of this stock. Of course, the fund- 
ing of the bank loans would place a prior 
obligation ahead of the preferred stock 
but the new financing—should it occur— 
would merely change the character of the 
company’s debt. It would not add to it. 
In passing, however, it should be said 
that investors who are not in a position 
to tie up their capital over a long period 
of time without hope of receiving a re- 
turn, had better turn elsewhere for a me- 
dium for investment. This is a stock 
which is particularly suitable for investors 
with surplus funds that they are not likely 
to need for some time. 

The common stock (250,000 shares of 
no par value) is not particularly attractive 
though it may offer certain opportunities 
on the speculative side. The issue is gen- 
erally active and in a rising market for 
the motor shares in general would prob- 
ably be found selling considerably higher. 
On its intrinsic side, however, particularly 
with regard to future earning power and 
dividends, its prospects are rather remote 
though even here it is possible that the 
company may eventually get to a point 
where the common stock will command 
consideration from an investment view- 
point. The preferred stock, however, at 
these levels is infinitely more attractive, 


Conclusion 

Only naive investors can believe that 
the near future holds out a promise for 
the motor stocks of the excessively high 
prices which prevailed during the war 
era. It must not be forgotten that in 
many instances these prices were the re- 
sult of a situation which is .not likely 
to be duplicated in a long time. 

Under conditions which now prevail a 
great deal of competition must be ex- 
pected. Profits of even the best com- 
panies will be affected. However, the 
industry is rapidly approaching a position 
of relative stability and it is a reasonable 
assumption that the better class com- 
panies like Pierce-Arrow will emerge 
satisfactorily. The worst of their troubles 
are over and while the results for 1922 
are not likely to be startling, there is no 
reason to doubt that the tide has turned 
in the right direction. 
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Stocks That Seem High Enough 






Frank Notes By Members of Our Staff As to Securities They Would Not Recommend at Present 





Levels 





abilities of certain securities. 





The following notes reflect the frank, personal opinions of Staff Writers regarding the long-range prob- 


Present market position of these securities is, to a great extent, ignored; and there is no attempt to 
forecast their immediate price movement. The effort is simply to review certain phases in the affairs of the 
companies mentioned which our writers do not consider favorable and which would restrain them, per- 
sonally, from advising purchase of the shares at current levels. 

Of course, the fact that a security is mentioned in these notes does not in any way reflect on the 
integrity of the company behind; and, if any exaggerations or unfair arguments be detected, they will be 
promptly and speedily corrected.—Editor. 











Hendee Manufacturing Co.—The 
chief source of doubt regarding the 
future of the Hendee Manufacturing 
Co. is the fact that there is only a 
comparatively small commercial de- 
mand for its products. 

Early in the company’s career it was 
believed that the motorcycle would be- 
come a useful commercial product, in 
addition to its uses as a luxury, on ac- 
count of the then relatively low price 
at which it could be manufactured and 
sold. Since then, however, the develop- 
ment of the cheap automobile has 
brought the small car, with greater 
carrying capacity, into direct competi- 
tion with the motorcycle, and this de- 
velopment has not been “good” for the 
motorcycle industry. 

The company’s earning-power, as re- 
flected by its reports, show the trend 
as regards demand for its product. A 
summary of its earnings for the past 
8 years follows: 


EO ee $711,568 
RESET OE ceeaene. eee 420,140 
eee ee 208,980 
Sree 539,755 
AE eee ce 740,691 
Re ee 1,034,718 
ee ee 759,915 
eer eee 912,078* 
*Net Loss 


A review of the figures given makes 
very plain the obstacles the company 
has encountered. Great activity during 
the war years, culminating in the earn- 
ings for 1919, to have been attributable 
to an abnormal market; nothing ap- 
proaching this activity, of course, is to 
be found today, although it is stated 
that a recent drastic cut in the price 
of its product has stimulated sales to 
an important extent. 

Hendee common shares, listed on the 
stock exchange,:sold as high as 25 last 
year and as low as 13. They are now 
selling around 18. The stock is closely 
held, but conditions do not seem to 
warrant a higher price for it. 

A switch into Martin Parry, selling 
around 18 and paying $2 a share an- 
nually might, not unfairly, be recom- 
mended to holders of Hendee shares. 
Martin Parry is also in a speculative 
position, but seems to be going ahead 
on a comparatively even keel. The 
company earned something over $3 a 
share in 1920, and is expected to show 
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about $3 per share for 1921. Its finan- 
cial condition appears rather good, as 
it has a working capital of $1,300,000 
against a capitalization of 100,000 shares 
of stock. Martin Parry builds automo- 
bile bodies, and while no fireworks are 
expected in this industry in 1922 it is 
confidently expected that there will be 
quite enough business to go round 
among the more strongly intrenched 
concerns. 





Chicago, Milwaukee & St. Paul.—Chi- 
cago, Milwaukee & St. Paul shares have 
not fared well, marketwise, in recent 
months. The stock sold as high as 
444 in 1920; at the close of 1921 it was 
selling around its record low point— 
actually at 19. 

In view of the comparatively low 
price for the stock, it would not seem 
conservative to expect a further decline 
of any large proportions. Furthermore, 
although St. Paul was unable to earn 
its fixed charges in 1921, the company 
ended the year in what appeared to be 
good physical condition. Should busi- 
ness improve radically, therefore, a 
sufficient increase in earnings to ma- 
terially improve the position of the 
common shares might eventuate. 

However, there is a large preferred 
issue ahead of St. Paul common; the 
company has a $25,000,000 Government 
loan to meet on March 1l—a loan that 
will probably be renewed but which re- 
mains an uncertainty until it has been 
renewed; finally, the company has not 
shown itself to possess consistent earn- 


ing power. 
All things considered, St. Paul 
common shares seem about high 


enough at current prices, and there are 
other securities to be had in the present 
market which offer greater opportuni- 
ties. Among the latter may be men- 
tioned Stewart-Warner which, while a 
plain speculation, has some promising 
points in its favor. 





Stewart-Warner Speedometer Co. is 
one of the important companies in the 
automobile accessory field. Its speedo- 
meter and vacuum gasolene feed sys- 
tems are standard equipment and are 
used by a very large percentage of all 
automobiles manufactured. Large 
modern factories are owned at Chicago 
and Beloit, Wis. 

For the past several years the com- 
pany has shown a consistently good 





earning power. In 1921 the company 
felt the general depression in trade and 
also had losses in inventories to take, 
but in spite of these handicaps was 
able to make a fair showing. For 
the nine months ended Sept. 30, 1921, 
$1.59 per share was earned on the 
stock, after deducting $500,000 for in- 
ventory losses. No inventory losses 
will have to be written off in the last 
quarter of the year so it is anticipated 
that for the full year 1921 the present 
dividend of $2 will be covered with 
margin to spare. 

In March, 1921, the company pur- 
chased the Van Sicklen Speedometer 
Corp. for $772,000 cash, $228,000 stock 
and a bank loan of ‘$300,000 was as- 
sumed. The purchase was financed by 
the issuance of $2,000,000 8% bonds. 
This new line should add considerably 
to sales and several new articles re- 
cently brought out are expected to 
prove popular sellers. 

Stewart-Warner is in unusually 
strong financial condition, current 
assets as of Sept. 30, 1921 amounting 
to $6,600,000 as against current liabili- 
ties of only $460,000. Capitalization 
consists of $2,000,000 8% bonds and 
473,815 shares of stock of no par value. 

In 1920 the stock sold as high as 
50% and the low was 24%. In 1921 
the high was 37 and the low 21. At 
present price of about 24 the stock is 
close to its low figure and in view of 
the company’s good financial condition, 
the fact that it is earning its dividend, 
and the outlook for good business next 
year, the stock appears to be somewhat 
out of line. 

Stewart-Warner stock has been a 
steady dividend payer since organiza- 
tion. In April, 1920, the dividend was 
reduced from $4 per annum to the 
present rate of $2 per annum. 





Goodyear Tire & Rubber—This com- 
pany was forced to do a large amount 
of financing in order to extricate itself 
from the difficulties encountered in the 
slump of 1920-1921. There are now 
some $27,500,000 8% debenture bonds 
outstanding and $30,000,000 first mort- 
gage 8% bonds. In addition there is 
over $30,000,000 of prior. preferred 
stock. This prior preferred stock was 
given to merchandise creditors, in part 
settlement of their claims, and is en- 

(Continued on page 370.) 
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Radio Corporation of America 





A Concern with a Future 


Development of Wireless Promises Much for Radio Corporation—lIts Financial Status 


ments of modern times has been the 

growth of wireless telegraphy. 
While the progress made in the past ten 
years has been remarkable, it is the belief 
of people who have made a close study 
of the subject that the wireless has only 
started on its way and that the next few 
years will show that this system is cheaper 
and just as efficient as the cables. 

One of the greatest objections to wire- 
less messages heretofore has been the 
presence in the air of “static” or uncon- 
trolled electricity, which caused messages 
not only to become indistinct but at times 
impossible of correct interpretation. Roy 
A. Weagant, chief engineer of the Ameri- 
can Marconi Co., shortly after the armis- 
tice discovered and patented a system 
which claimed to prevent the “crossing” 
of one wireless message with another, re- 
gardless of the number. This patent has 
greatly improved the efficiency of wireless, 
although there is still some room for im- 
provement along these lines 


Orn. of the most interesting develop- 


Large Interests Appreciate Future 


That the present importance and future 
possibilities of wireless is fully realized 
by the large interests of the country that 
are active in the telegraph or cable indus- 
try is indicated by the stockholders’ list 
of the Radio Corporation of America. 
General Electric, Westinghouse Electric & 
Manufacturing, American Telephone & 
Telegraph, and United Fruit Co. are 
all substantially interested and the best 
technical brains in these companies are 
helping to solve the problems that the 
wireless industry presents. 

Radio Corporation of America in No- 





vember, 1919, purchased all the assets of 
Marconi Wireless Telegraph of America. 
Marconi stockholders were paid one share 
of preferred, par $5, and one share of 
common, no par value, for each share held. 
The General Electric appropriated $2,500,- 
000, a portion of which was used for pur- 
chasing the shares of stock which the Mar- 
coni Wireless Telegraph Ltd. of Great 
Britain owned in the Marconi Wireless 
Telegraph Co. of America and the remain- 
der paid in cash to the Radio Company or 
expended for its benefit. In addition the 
General Electric Co. agreed to furnish 
high frequency alternators, with acces- 
sories, to be paid for in preferred stock. 
These are known as the Alexander alter- 
nators and are the standard high frequency 
apparatus for distances exceeding 2,000 
miles 


Radio Acquires Assets 


In August, 1921, Radio Corporation of 
\merica acquired the assets and patents 


of the International Radio Telegraph Co. 
and the Armstrong and Pupin patent 
rights from the Westinghouse Electric. 


It is understood that the purchase of these 
assets was made with Radio Corporation 
stock, in amount of 1,000,000 shares of 
preferred and 1,000,000 shares of common. 
As a result of this acquisition the latter 
company has available the facilities of 
both the General Electric and Westing- 
house companies, giving it two sources of 
supply for wireless apparatus and enabling 
it to utilize the inventions of the several 
groups of patents. In addition to this, 
another source of supply for certain lines 
of wireless apparatus is the Western Elec- 
tric Co., which manufactures for Ameri- 


can Telephone and which is licensed un- 
der the entire group of patents for com- 
mercial wireless telephony, while the 
Radio Corporation receives rights under 
the wireless patents of the Telephone Com- 
pany for its field. 

It can be seen, therefore, that the Radio 
Corporation, as far as the United States 
is concerned, stands alone in its field and 
that its control of these valuable patents 
makes competition by any other company 
highly improbable, to say the least. 


An Ambitious Program 

Radio Corporation has a very ambitious 
program for development over the next 
few years. It is planned to establish high 
power wireless stations all over the world. 
A large part of this work it is expected 
will be done by subsidiaries and in many 
cases it is anticipated that these subsid- 
iaries will be able to finance themselves. 
In South America the business of the 
company will be handled by the South 
American Radio Corporation. It is planned 
to build a large station at Rio de Janeiro. 

At the present time the corporation is 
in direct communication with France, 
England, Italy, Germany, Belgium, Nor- 
way and Hawaii and indirectly with every 
country in Europe, Japan, the West Indies 
and Central and South America. 

An important source of income to the 
company at present is from the sale of 
wireless equipment to vessels. Already 
over a thousand ships sailing under the 
American flag carry Radio apparatus 


Capitalization and Finances 
Capitalization consists of $13,525,870 
preferred stock, par $5 and 4,580,760 shares 
(Continued on page 365) 
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THE FUTURE RADIO CENTRAL 
This Illustration Shows What the Huge Station Will Look 
Like When Entirely Completed. The Site Will Then Com- 





prise Twelve Antenna Units Supported by Seventy-two 


Steel Towers. 


for JANUARY 7, 1922 





SENTINELS OF WORLD WIDE WIRELESS 
Three-Mile Line of the First Twelve Towers. The 
Power House Is Located in the Center of 


the Tower Line. 
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How to Invest Profitably Today 


A Series of Six Articles 








HE method used in arriving at 
conclusions concerning the prob- 
ability of dividend payments on 
the issue discussed herein is based en- 
tirely on scientific procedure. No at- 
tempt has been made to forecast the 
action of company directors except 
such as:may be logically expected to 
arise out of the circumstances surround- 
ing the respective companies. Specifi- 
cally, the method has been to determine 
such factors as the pre-war record of 
earnings, the war record, the amount 
of earnings during 1919-1921, the earn- 
ing power this year and in prospect 
next year, the financial position of the 
company and the outlook for the par- 
ticular industry in which it is classified. 
In no instance has an issue been 
selected as a logical candidate for divi- 
dends which has not earned at least a 
fair surplus this year or where the 
finances of the company are not in good 
shape. While it would not be difficult 
to entimerate many issues which are 
likely dividend prospects within several 
years or more, such has not been the 
purpose of this article which is neces- 
sarily limited as to space. The dis- 
cussion here is confined solely to 
securities whose current earning power 
plus the strong financial position of 
their. companies would warrant the 
declaration of dividends. 


Selections Not So Difficult 


To pick out issues which may logi- 
cally be expected to join the dividend- 
paying class is not such a difficult 
matter as it may seem. In glancing 
over the stock market list, it will be 
noticed that there are many issues 
which are currently paying no divi- 
dends. These may be divided into two 
classes; (1) those which at one time 
paid dividends and, (2) those which 
never paid dividends. 

In many instances, the latter are not 
promising as dividend prospects as they 
have rarely showed earning power suf- 
ficient to justify a share in the profits. 
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ARTICLE Il 
Tomorrow’s Dividend Payers 


How to Locate Them Before Payments Are Discounted — Profit Possibilities Based on 
Past Experiences 


On the other hand, the former group 
have in the past given a convincing 
demonstration of their earning power 
and while in the majority of instances, 
they have been removed from the 
dividend-paying class on account of 
the drastic period of depression from 
which we are just emerging, it may be 
confidently expected that with the re- 
turn of sound business conditions, these 
stocks will resume their large earning 
power. In fact, the issues which are 
described below not only show excel- 
lent prospects of future high earning 
power but have been maintaining high 
earnings right through this unusually 
difficult period, which of course makes 
these stocks more than ordinarily at- 
tractive. It will be seen therefore that 
stocks which are the most likely candi- 
dates for dividends are those which 
formerly paid dividends and which con- 
tain decided possibilities of maintaining 
high earning power. 


How Insiders Proceed 


Generally the turning point in a 
company’s earning power will be de- 
tected by the insiders. This works both 
ways. Thus, when the interests most 
closely identified with a company com- 
mence to feel that the trend of earn- 
ings is definitely turned downward they 
commence to sell stocks in anticipation 
of the event. Contrariwise, they com- 
mence to accumulate stocks once the 
corner of depression has been safely 
passed.* In the latter instance, a stock 
will slowly climb upward under the 
stimulus of careful buying by the in- 
siders. California Petroleum for ex- 
ample has been steadily moving upward 
because the gradually expanding earn- 
ings of that company make it inevit- 
able that dividends will be disbursed. 
The same is true of Butterick which 
has slowly advanced from a price of 
about 13 to the current price of 33. 
People’s Gas which is another can- 
didate for dividends has gradually 
ascended to the current level of about 


60 from a price of about 30 severa? 
years ago. 

[It will be seen that in these particu- 
lar instances the market has already 
discounted or at least partially dis- 
counted the declaration of dividends, 
depending, of course, on the size of 
the dividend. However, there are sev- 
eral other issues which have by no 
means discounted such action, and these 
consequently contain the greatest ulti- 
mate profits. 

In order to detect future dividend 
payers it is absolutely essential to 
understand the condition of the industry 
in which the particular company hap- 
pens to operate. It is seldom true that 
a company is stronger than its industry. 
4 safe guide therefore will be a good 
knowledge of the situation with regard 
to the particular industry under investi- 
gation. For example, in the opinion 
of the writer, none of the steel stocks 
which have passed dividends, are likely 
to resume payments next year because 
adjustment within the industry has not 
yet been completed and because it is 
consequently unlikely that earnings 
will mount to a figure within an early 
period to warrant dividend resumption. 
Eventually, of course, conditions will 
change, the steel industry will become 
prosperous again, and earnings will be 
sufficient to justify the restoration of 
dividends. The point to notice, how- 
ever, is that the nearby prospects are 
not good, in which instance they differ 
widely from the issues described in the 
following. 

What is true of the steel stocks is 
true though not quite so strongly of 
the copper stocks and the leather 
stocks. The sugar stocks are very 
poor prospects for dividends. Utility 
stocks, on the other hand are in a 
favorable position on account of the 
improving character of the industry. 

In this general way, one comes by 2 
process of elimination to the discovery 
of issues which may be reasonably con- 
sidered in line for dividends. As stated 
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in the introduction to fhis discussion, 
it has not been intended to make a 
survey of stocks which are ultimately 
destined for dividends for in that case 
the steel, copper, leather and even sugar 
issues would have to be selected. The 
prime purpose has been to select a few 
issues which are undoubtedly in line 
for dividends at any time their direc- 
tors see fit to make a declaration. 


The Issues Selected 


Six issues have been selected as 
strong candidates for dividends some 
time next year. It may be that in 
several instances no dividend action will 
be taken at all despite that earnings 
warrant such action but this would be 
due to outside influences not in the 
province of the writer to discuss. 

The most promising candidates for 
dividends in the writer’s estimation are 
the following, in the order of prefer- 
ence: California Petroleum, People’s 
Gas, International Paper, Adams Ex- 
press, Butterick and American Can 
Every one of these issues is earning 
or is likely to earn a substantial sur 
plus and their companies are in a sound 
financial position. Their prospects are 
good and there is no reason why 
common shareholders should not share 
in profits at some early date. 

California Petroleum: For the first 
nine months of the current year the 
company earned $9.42 a share on the 
common stock. At this rate, the com- 
pany would show a balance of about 
$13 a share for the year. In 1920, the 


company earned $9.08 a share on the 
junior stock and with the exception of 


1914 has returned a balance varying 
from fair to good in each year. In this 
way a large surplus has been built up, 
at the same time that reserves were 
created and the preferred stock gradu- 
ally retired. Practically the only 
bstacle to resumption of dividends on 
the common stock is the evident policy 
of directors to retire the preferred 
stock as rapidly as possible. In 1919, 
the preferred stock outstanding 
amounted to $12,453,000, but had been 
reduced to $10,753,000 by the end of 
1920. This year, more preferred stock 
has been retired, very likely sufficient to 
lower this figure to below $10,000,000 
However, it is not to be presumed that 
the company will keep the common 
shareholders from dividends until the 
last share of preferred stock has been 
retired. Certainly the company is earn- 
ing sufficient to pay a $5 or $6 rate on 
the common stock. The action of the 
stock which has been gradually creep- 
ing forward indicates excellent possi- 
bilities for dividends. The stock is now 
quoted around 48 compared with a low 
price this year of 25. 

People’s Gas: This stock during the 
whole of this year has been one of the 
strongest issues on the New York Stock 
Exchange. While it has not made any 
spectacular moves, its market action has 
been very healthy and its progressive 
advance indicates interesting possibili- 
ties. For the twelve months ended Sep- 
tember 30 last, the company earned 
$9.87 a share on the $38,500,000 out- 
standing capital stock. The Illinois 
Utility Commission has ruled that the 
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company is entitled to a 744% return 
on its capital investment. This is 
slightly in excess of $10 a share on 
the capital stock. Owing to the diffi- 
cult situation faced by all public utility 
concerns in the war period, the com- 
pany earned nothing in 1917 and 1918. 
In 1919, however, it commenced to 
turn the corner and returned a balance 
of 17 cents a share. Further progress 
was made in 1920, owing to the in- 
creased rates put into effect toward the 
close of the year and earnings amounted 
to practically $1 a share. This year 
about $10 a share will be shown. 

It is clear from this that the com- 
pany’s earning position is sound. 
People’s Gas in the years before the 
war used to be regarded as a high 
grade investment and for many years 
paid dividends around 7%. The market 
action of the stock and the conditions 
now surrounding the company indi- 
cate that this old-time issue is pre- 
paring to resume sharing in_ the 
company profits. 

International Paper: This company 
has shown such stupendous earning 
power in the period 1916-1920 and con 





SIX DIVIDEND PROSPECTS 
In Order of Probabilities 


1921 Range 


Hich Low 
49—25 
62—33 
55—38 
50—26 
33—14 
35—23 


California Petroleum 
People’s Gas 
International Paper 
Adams Express 
Butterick Co. 
American Can 


Note—It will be seen from the above 
that the advance in the price of these se- 
curities has largely discounted future divi- 
dend action. However, on any material 
set-back, very probably a profitable stock 
market opportunity would be had. Even- 
tually, of course, these issues will sell 
much higher after they have been placed 
on a dividend paying basis. Butterick, 
for example, even as a $3 stock could sell 
at 40 and still not be unreasonably high. 




















sequently rolled up such a huge sur- 
plus that it is difficult to see why this 
stock is not on a_ dividend-paying 
Last year, for example, earnings 
amounted to the immense sum of $52 a 
share on the common stock. While it 
is true that conditions this year were 
anything but satisfactory in the news- 
print industry and that as a conse- 
quence thereof the company is not 
likely to show more than a small sur- 
plus for the common stock after all 
charges and preferred dividends, its 
financial position is so strong, its trade 
prestige so high and its prospects at 
least moderately good, that it is un- 
likely that this issue can remain much 
longer removed from the dividend-pay 
ing class. Perhaps the only thing to 
interfere * with this prospect is the 
understanding current in financial cir- 
cles that an official high in the com 
pany’s standing has sworn never to 
permit a dividend distribution on the 
common stock. More likely this is an 
exaggeration. Certainly, all the facts 
about the company warrant the dis 
tribution of, dividends on this issue 
The new financing to be undertaken by 
the company may temporarily affect the 
dividend possibilities on this issue, but it 


asis 


does not seem as if it can be deferred 
indefinitely, particularly with the improve- 
ment which is likely to come into the 
company’s affairs. 

Adams Express: This stock should 
pay $5 or $6 dividends some time next 
year. The company receives $714,258 
annually from its 119,043 shares of 
American Express stock, or about $7 a 
share on its 100,000 shares of capital 
stock. The company is in good finan- 
cial position and has no bank loans. 
Book value of the stock is estimated 
at around $90 a share against a market 
price of around 50. Further adjustment 
of the company’s affairs are essential 
before dividends can be paid, particu- 
larly the settlement of a note for $843,- 
538 held by the Director General of 
Railroads. When this item has been 
paid, dividend action will probably 
follow. 

Butterick Company: This company’s 
1921 earnings will probably be around 
$8.00 a share, the best in the history 
of the company. In the first six months 
of the amounted to $3.99 
a share. The company has decidedly 
turned the corner and is one of the few 
industrials to have 
earnings record in 
pression. This is 
record 


vear earnings 


exceeded its past 
this year of de- 
a rather remarkable 
Dividends of about $3.00 on 
were paid in the period 
1911-1916 at which latter date they were 
discontinued. The stock has advanced 
from a low of about 13 to the current 
price of 33 evidently discounting a 
$3.00 declaration. 

American Can: While this company’s 
record has not been extraor- 
dinary, in comparison with other types 
of concerns, it has nevertheless en- 
joyed satisfactory earning power over 
a number of years. Since 1912, this 
company has turned back a surplus for 
its junior shares varying from $2.26 a 
share to about $21 a share, the latter 
figure including a charge of $8.97 for 
back dividends on the preferred stock 
The company’s business is an excep- 
tionally stable one and being the leader 
in its field should enjoy 
prosperity. While results for this year 
undoubtedly have been disappointing, 
next year’s prospects are decidedly 
promising and in view of the large sur- 
plus placed behind the stock, it would 
seem entitled to a moderate dividend 


the average 


earning 


progressive 


Epitor’s Note—One of the vagaries of 
inancial writing is that one is sometimes 

but not often—confronted with the situa- 
tion of finding one’s predictions verified 
before such predictions come out in print. 
In this connection it might be fair to 
point out that the writer’s opinion on 
People’s Gas was made some time ago. 
Unfortunately for him the directors saw 
fit to publish their announcement that the 
stock had again been put on a dividend 
basis just before the printing of this arti- 
cle. Though the value of the opinion is 
naturally lessened on account of the re- 
cent action of the People’s Gas directors, 
it is published as an interesting specimen 
of a close race between a financial writer 
and the directors of the company he 
wnalyzed, which is the reason this 
article on People’s Gas was published, 
despite the declaration already made. 
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Answers to Inquiries 


A $10,000 INVESTMENT 


How to Diversify It 


I have selected the following securities for the 
investment of $10,000 with the idea of holding for 
a substantial advance in price: Mexican Bonds; 
Atlantic Gulf . West Indies stocks and bonds; 
American Su Common; Cuba Cane Sugar 
preferred. hat do you think of my selections 
and have 7 any other suggestions to make?— 
A. H. M., Ft. Worth, Tex. 


In our opinion you have picked out a 
speculative list of securities for your in- 
vestment of $10,000. Of the securities you 
suggest, the only ones we might favor are 
Mexican Government Bonds, but even 
these are speculative and we would only 
purchase a small amount. 

We judge from your selections that you 
desire semi-speculative securities that have 
a good prospect of advancing in price, and 
the following list of preferred stocks and 
common stocks we believe would prove a 
profitable purchase, and suggest distribut- 
ing purchases among them: 

Preferred Stocks: 
Allis-Chalmers 7% Pfd., 87. 
Crucible Steel 7% Ffd., 87. 
California Petroleum 7% Pfd., 88. 
General Motors 7% Pfd., 82. 
Common Stocks: 
American Can, 33. 
Westinghouse, $4—50. 
Stewart-Warner Speedometer, $2—2 
Martin Parry, $2—18. 
International Nickel, 12. 


B. F. GOODRICH 
7% Preferred 


Can you give me any information as to tle 
investment possibilities ¢ F. Goedrich 7% 
preferred stock?—W. H. Mayport, Pa. 


In July the directors of Goodrich stated 
that due to general prevailing conditions 
sales for the first four months of 1921 
were unsatisfactory, but that since May 1 
there was a substantial increase and the 
liquidation of the inventory was sufficient 
to enable the company to reduce bank 
loans since the first of the year approxi- 
mately 50%, from $29,000,000 to $14,500,- 
000. This company, however, has further 
inventory losses to write off this year and 
it is not expected that a very glowing re- 
port will be issued. The company appears 
to have turned the corner, however, and 
the preferred stock should be regarded, in 
our opinion, as an attractive semi-specula- 
tive investment. 


AN INVESTMENT LIST 
Analyzed a 


Would you give me your opinion as to whether 
my investments are thoroughly sound? They are 
as follows: $1,000 Aluminum Co. of America 
7s due 1933, $1,000 Westinghouse Electric 7s due 
1931, $1, 000 Lukens Steel ist mtge. 8s and 20 
shares Standard Oil of N. J. preferred.—B. B. T.., 
Philadelphia, Pa. 


Aluminum Co. of America 7s, Westing- 
house Elec. 7s, and Standard Oil of New. 
Jersey, preferred, are all gilt-edge securi- 
ties and are entitled to the very highest 
rating. 

Lukens Steel Co. has not published any 
statement of earnings, and that makes it 
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On Industrial Securities 


more difficult to judge this security. 
However, a balance sheet was published 
as of August 31, 1920, and this shows a 
very str6ng position, current assets being 
over $10,000,000, as against current lia- 
bilities of only $1,100,000. Capital consists 
of $5,500,000 bonds and $15,898,000 stock. It 
can be seen that the working capital alone 
is very much in excess of bonded debt. 
While we cannot rate the bonds as a gilt- 
edge security, we should regard them as 
an attractive business man’s investment. 
They are a first lien on the fixed assets of 
the company. 








RULES OF THE INQUIRY 
DEPARTMENT 


Inquiries and opinions as to intrinsic 

jue, earning power, other facts 
and statistics about securities, will be 
answe of charge subject to the 
following provisions: 

1. Those who send in inquiries mus 
be regula: subscribers—not newss 
buyers. 

2. All inquiries should be brief, with 
mame and address legibly written or 

. Such sheets sh not i 
any reference to changes of address, 
remittances, complaints, etc., as these 
are handled by separate rtments. 
The latter should be by separate letter. 

3. Stamped addressed reply envelopes 
should be enclosed to avoid mistakes. 

4 Ar bl b of inquiries 
will be answered for each person during 
the term of a subscription. We reserve 
the right to reject inquiries from any 
subscriber who is imposing on the fa- 
cilities thus provided. 

5. Subscribers are free to make in- 
quiries by prepaid telegram. Upon re- 
quest we will reply either by mail or by 
wire collect. ere is no extra charge 
for this ~-- g 

6. We do not give speculative advice 
covering purchases for “turns” or short 
selling, through this Department. Our 
opinions are based on investment values. 
Subscribers interested in trading should 
apply for descriptive booklet regarding 
“The Trend Letter Trading Service.” 

7. Unless otherwise requested, we an- 
swer all inquiries BY MAIL. The in- 
quiries im these pages are a few 
SAMPLES from the hundreds received. 
Our relationship with, and the business 
‘. = subscribers is mutually confi- 
ential. 


























INTER. RAPID TRANSIT BONDS 
Should They Be Held? 


I would appreciate your opinion as to holding 
Interborough Rapid Transit 5% bends. Do you 
advise that they be held to await developments, 
or should they be sold and the funds placed in 
some security whose financial condition is not in 
doubt ?—C. H. M., Wappingers Falls, N 

Interboro Rapid Transit Ist refunding 
gold 5s, due January 1, 1956, are secured 
by a first lien (subject to the city’s rights 
under the leases) upon real estate, power 
houses, equipments and other properties 
now owned directly by the Interboro 
Rapid Transit Co., and also by a first lien 
upon all leaseholds and other rights of 
the company in the existing subways, ele- 
vated lines. There is $161,504,000 out- 
standing. The Interboro Rapid Transit 
Co. has succeeded in reducing its operat- 
ing expenses, and excluding the rental paid 


the Manhattan Elevated Railway is earn- 
ing the interest on these bonds with a good 
margin to spare. Should there be a valu- 
ation of the properties as planned by the 
Miller commission, they would undoubted- 
ly find assets enough to cover these bonds. 
The New York traction situation is, of 
course, a rather complicated one at the 
present time, but we believe that the bonds 
should ultimately work out all right. Sug- 
gest that you hold them. 


THE BEST BARGAIN 
What Is It? 


Kindly advise what you think is the best bar- 
gain in securities at the present time. I merely 
tvant your ofinion.—A. H, L., La Grange, Ga. 


In answer to your question as to which 
is the best bargain in securities at the pres- 
ent time, we do not know which class of 
securities you mean; whether you mean 
high-grade investment issues, semi-specu- 
lative issues, or issues that are decidedly 
speculative. 

In the investment group, we suggest 
Packard Motors &s, selling around par. 
The working capital of this company is 
more than twice the bond issue. 

In the semi-speculative list, we suggest 
Allis-Chalmers, preferred, paying 7% and 
selling around 87. This company is very 
strong financially and we believe that this 
stock as it becomes more seasoned should 
work up to over par. 

In the speculative class, we suggest Mar- 
tin Farry, selling around 18 and paying $2 
per share per annum, which looks like a 
decidedly attractive speculation. In 1921 
it is expected that the company will earn 
about $3 per share, and in 1920 a little 
over $3 was earned. Its financial condi- 
tion is good, with a working capital of 
$1,300,000, as against capitalization of 100,- 
000 shares of stock. This company builds 
automobile bodies and the outlook for 
business for 1922 is decidedly bright. 


SUPERIOR STEEL 


All Right as Speculation 
As the holder of 300 shares of Superior Steel 


I would like some information in regard to the 
company and whether you believe it advisable to 
aa my stock—P,. W. H., Shepherdstown, 
W. a. 


Superior Steel Corp. for the year ended 
December 31, 1920, earned $9.42 per share 
on the common stock, as against $8.06 in 
1919 and $6.85 in 1918. In 1920 the com- 
pany completed the construction of a new 
mill which increased the capacity of the 
plant about 25%. The company is con- 
servatively capitalized, there being no 
funded debt. There is $2,325,000 8% Ist 
preferred, $1,704,000 8% 2nd preferred, 
and $6,000,000 common, par $100. The 
working capital of the company is about 
$2.500,000. 

While the common stock must be re- 
garded as speculative, it would appear to 
have fair possibilities. In our opinion, 
however, it is unwise to hold a prepon- 
derance of speculative stock of this char- 
acter and believe it would be advisable 
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to switch part of your holdings into some 
other security. A suggestion is Stewart- 
Warner Speedometer, selling around 24 
and paying $2 per share per annum. This 
company is in strong financial condition, 
with $6,000,000 working capital, and is 
earning its dividend. 


UNITED DRUG 


Its Position and Outlook 


I am interested in knowing what you think of 
an investment at present prices in the stock and 
bonds of United Drug? shall appreciate what- 


ro information you give-—B. H., Evansville, 

United Drug Co. for the six months 
ended June 30, 1921, just about earned the 
dividend on the first preferred stock and 
the second preferred stock. In June of 
this year the company issued $12,250,000 
twenty-year 8s, which largely reduced its 
floating debt. As of June 30, 1921, cur- 
rent liabilities, however, still totaled about 
eight million dollars, as against cash on 
accounts receivable of about twelve mil- 
lion dollars. Inventories were $16,139,028. 

The company will probably have still 
further losses to write off for depreciation 
of inventory in the current year, and, 


everything considered, it does not look to 
us as though dividends could well be re- 
sumed on the stock for some little while. 
Ultimately, this company should work out 
very well, in our opinion, but at present 
prices of around 72 the stock appears 
rather high for a non-dividend payer. 

The bonds at present prices of around 
104 look decidedly attractive. 


KELSEY WHEEL 
Speculative—but Attractive 


Would like some information in regard to 
Kelsey Wheel. How is its business holding up? 
W. A. E., Memphis, Tenn. 


Kelsey Wheel Company for the year 
ended December 31, 1920, reported earn- 
ings of 16.34% on its common stock, as 
compared with 13.37% the previous year. 
An initial dividend of $1.50 was declared 
on the common stock, payable January 2 
to stockholcers of record December 20. 
The capitalization consists of $2,727,900 
preferred stock, entitled to 7%, and $10,- 
000,000 common, par $100. There is no 
funded debt. Working capital as of De- 
cember 31, 1920, was $1,300,000. It is 
stated that the company has been operat- 


ing close to capacity since June and that 
it is supplying about 70% of Ford’s wheel 
requirements. The company owns in De- 
troit, Mich., what is said to be the largest 
complete automobile wheel plant in the 
world. It also has plants at Windsor, 
Ont., and Memphis, Tenn. While this 
stock must be regarded as speculative, we 
are inclined to the opinion that it has 
rather attractive possibilities. 


COLUMBIA GRAPHOPHONE 


Hold or Sell? 

I hold some Columbia Graphophone stock o 
higher prices and would like to know whether I 
should held on, sell out or buy more. would 
appreciate a careful analysis of the situation ia 
regard to this company and the assets behind #2 
securities.—G. C. F., Ambridge, Pe, 

The situation in regard to Columbia 
Graphophone is very much involved at 
the present time and analysis of the fig- 
ures that have been given out by the com- 
pany does not warrant a definite conclu- 
sion as to the outcome of its securities. 
We have avoided going into a long analyt- 
ical report on this company because the 
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Industrial 


Dollars Earned Per Share in 1921 


Investors’ Indicator 


Current Earnings—Dividends—Working Capital 


Yield 


—  Divi- Re- on Recent 





Second 


Quar. 
1,84 
2.00 


First 
Quar. 
Industrials— 
Allis-Chalmers 
Amer. Druggists’ Syndicate... ... 
Am, Hide & Leather pfd def. 
American Locomotive com.... 
Butterick Co. 
Central Leather 
Coca Cola 
Colorado Fuel & Iron 
Consolidated Textile 
Corn Products com 
Endicott Johnson 
Famous Players 
General Asphalt 
General Motors 


def. 
1,90 
def. 
1.88 
6.60 
0.89 
def. 


def. 
def, 


Internat, Motor Truck com... 


Lackawanna Steel 

Pierce Arrow pfd 

Republic Iron & Steel com... 

Stewart-Warner 

Stromberg Carburetor saa 

Studebaker com. 6.83 
0.35 

Vanadium ce 

Oils— 

Caddo Central 

California Petroleum 

Cosden & Co 

General Asphalt 


Houston Oil 


Island Oil 
Mexican Petroleum 
Middle States Oil 
Pacific Oil 


Mining— 
American Smelting 
American Zine pfd 
Chino 
International Nickel 

a pa 


def. 
def, 
def. 
def. 
def. 








tDividend rate given covers regular declared dividends on yearly basis. 
¢No regular dividend rate announced. In 1921 $1 paid Sesenier 2. I 


cent Price 
Price % 


10.5 


Six Nine dend 
Months Months Ratet 


3.74 
def. 


Third 
Quar. 


0.50 

1.60 
5.6 

def. is 

5.00 

def. 

7.64 

17.44 


def. 
2,20 
def. 


8.96 
4.42 
def. 
def, 
def, 
def. 
def. 
1,59 
5.15 15,21 
def. see 2.03 


def. 
def. 


def. 
def, 


def. 
def. 


def. 
def 


3.1 


def, omy | 


In 1920 $2 paid. 


Extra or stock dividends are indicated in foot notes. 
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Mining 








Remarks 


Working capital, $24,000,000, 

Six months’ deficit, $741,340, 

Nine months’ deficit, $757,858, 
$5,000,000. 

Working capital about $40,000,000. 


Working capital, 


Nine months’ deficit, $12,336,586, 
Bottling suits settled. 

Nine months’ deficit, $579,094, 
Six months’ deficit, $€73,777. 
Working capital about $30,000,000 
Working capital, $20,000,000, 
Working capital, $10,000,000, 

Six months’ deficit, $911,557, 
Working capital, $125,000,000. 
Nine months’ deficit, $392,806. 
Nine months’ deficit after preferred dividends, 


$300,000. 

Nine months’ deficit, $2,709,295. 
Nine months’ deficit, $4,000,000. 

Nine months’ deficit, $3,939,972, 

Working capital, $6,000.000, 

Working capital, $1,000,000, 

Working capital, $30,000,000. 

Net in September $2,100 000 higher than in July. 
Six months’ deficit, $64,204. 


Six months’ deficit, $228,668. 

Working capital, $2,650,000, 

Earnings before depreciation. 

Six months’ deficit, $911,557. 
$2,850,000. 

Earnings before depreciation, but do not include 
lumber sales, 

Properties in Mexico. 

Net current assets, $14,000,000, 

Earnings before depreciation. 

Earnings after depreciation. 

Owns 70.5% of Mex. Pet. com. and 75.2% 

Six months’ deficit, $2,348,133. 

Net current assets, $50,000,000. 

Earnings before depreciation. 


Working capital, 


pref. 


Six months’ deficit, $3.203.966. 

Nine months’ deficit, $146,330. 

Six months’ deficit, $357,746, 

Deficit six months ended Sept. 80, $696,188. 
Six months’ deficit, $2€5,492, 

Six months’ deficit, $551.505, 

Six months’ deficit, $534,057 before com. divs. 

















for JANUARY 7, 1922 





Buildmg Your Future Income 


A while ago 

A friend of ours 

Asked for an explanation 

Of the picture we use so often 

At the top of this page 
: =. & * 

Just between you and me 

I thought it was rather stupid of him 

To need an explanation; 

But being better-natured 

Than I am, probably, much of anything else, 

I did my best. 

And I wonder what you will think 

Of what I said: 
S's 

‘The picture is there,” I said, 

“For many reasons; 

“Of which there are at least five principal ones: 
. = =. 


“First it’s there because 

“Tt typifies the work we try to do. 
“Tt shows a hand that points 
“‘And a hand that guides 

“*And those are the hands we offer 
“To our friends. 
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“Secondly, the picture is there 

“Because it contains, 

“Something lofty—something, well, spiritual, 

“Something, as a result, that relieves the harshness 

“Of the sort of thing our writers have to write. 
f= @ 


“Thirdly, and fourthly, 
“The picture is there because: 
“It suggests, in a pretty forceful way, 
“The UNKNOWN that youth faces; 
“Tt brings into this page 
“The atmosphere of ‘years as yet unrolled’ 
“And makes what is written here—and read 
“Seem, in some part, something more 
“Than for the day alone. 
* 8s s *& 


“The fifth reason, though,” I said, 

“Is the main reason: 

“It’s that the picture elevates— 

“In fact, it almost aggrandizes 

“The policy we try to instil— 

“The wholesome, practical, sound and proven policy 


““Of BUILDING FOR TOMORROW! 


“T thank you!” 
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“It’s Really Very Simple!” 


A “Very Ordinary Individual” Tells How to Shape a Career 


INANCIAL independence is only a 

relative term, for while an assured 

income of say $5,000 to $6,000 per 
annum may be ample to satisfy the needs 
and wants of one individual, it might re- 
quire twice that sum to finance the legiti- 
mate needs of another. 

I think it was Abraham Lincoln who 
once said “God Almighty must have loved 
the common people for He made so many 
of them.” And, it is as a representative of 
this great class of our American citizenship 
that I venture to address your readers in 
the hope that it may possibly interest them 
to know how a very ordinary individual, 
without special training in financial mat- 
ters or unusual opportunity in business 
was enabled by his own unaided efforts 
to attain financial independence. 


Inherited Poverty 


| was born to a legacy of poverty and 
toil and early in life trained to habits of 
economy and thrift. I was taught to be- 
that “a dollar saved is a dollar 
earned,” and even as a child began to 
save the pennies in a toy savings bank 
which, in time, became the nucleus of a 
real savings bank account. 

My father’s death when I was only 
twelve years old, obliged me to give up 
school just as I had graduated from the 
grammar school and successfully passed 
the examination for entrance to the high 
school. There were other mouths to feed 
and as the eldest child in the family, it 
incumbent upon me to help my 
widowed mother to provide bread for the 
others. 

My first job was that of errand boy at 
the munificent salary of $2 per week, but 
by the simple saving process, in the course 
of time, I had accumulated a sufficient 
sum of money to enable me to take a full 
course in a commercial college which 
qualified me to apply for a position in an 
office 


lieve 


was 


Started at Salary of $400 

of $400 in five years 
time I had advanced to a position paying 
$1,500, which in those days was a very 
satisfactory salary for a young man of 24. 
During all this time | systematically 
laying up a little each year “for a rainy 
day,” my bank account was steadily in- 
creasing and at 28 years of age I felt 
justified in assuming the responsibility of 
married life and also in making my first 
venture in active business, 


A New Idea 


About this time my attention was 
directed to life insurance, with the double 
object of providing for my family in case 
of death and availing myself of the in- 
vestment features which especially ap- 
pealed to me. Thus I was persuaded to 
take out my first policy on the endowment 
plan and kept adding thereto from time 
to time as circumstances permitted, though 
at no time during the first twelve years of 
my business career did my income excead 


for JANUARY 7, 1922 


Starting at a salary 


was 


By R. W. S. 


$2,500, and it was often a struggle to meet 
the premivms when they became due. 

At last, on my 50th birthday, my first 
policy of $5,000 matured, which showed 
a handsome return for the payments made, 
and this money, my first permanent invest- 
ment, I put into some long term bonds 
of a public utility corporation, which I 
still hold. 

In the meantime we bought our home, 
which had a mortgage of $7,000, which we 
now own free and clear and which has an 
assessed valuation of $15,000. 

During the next ten years my remaining 
policies, aggregating $25,000, matured and 
then my investment problem became a 
matter for the most serious consideration. 
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FROM $2 A WEEK TO $6,000 A YEAR! 
The steps that “R. W. S.” mounted in his 
journey to financial independ R. 
W. S. contends that the process of ac- 
quiring wealth is fundamentally easy 





Advice on Investments 


Before making my investments, I sought 
the advice and opinions of successful 
business men who inspired my own con 
fidence, such as the president of the bank 
where I had deposited for years, and 
directors in large corporations, or others 
well known in their various lines of busi- 
ness. As the result of such consultation 
and advice, my money was distributed in 
numerous securities upon the principle 
“don’t put all your eggs in one basket” 
and finally invested in real estate mort- 
gages, public utility bonds and_ well- 
seasoned railroad and industrial stocks. 

In the realm of speculation, I have also 
made a few ventures but with this pre- 


caution: never to risk a greater sum than 
I could afford to lose. Yet as the result 
of my experience, I should advise the 
ordinary individual never to ‘confound 
speculation with investment. 

During the last twenty years of my 
business experience, it was not all smooth 
sailing, for I encountered numerous re- 
verses, but we always managed to live 
within our income and save a little. 


Today 

Now that our family is grown up and 
self-supporting, we find ourselves in easy 
circumstances and enabled to live com- 
fortably on the proceeds of our savings, 
as follows, viz.: 
Diyidends from R. R. and indus- 

€.) stocks ; in ilo 
Interest from public utility bonds 
Interest from real estate mort- 

gages 
Interest from bank deposits 


Making a total of $6,000 


This may seem but a very modest com- 
petence upon which to retire from active 
business but when compared with the 
present financial condition of many of our 
friends who had equal and often bette: 
opportunities, it makes us feel like million- 
aires. During our productive years we 
did not deprive ourselves of a reasonable 
amount of recreation, having annual vaca- 
tions in the country every summer, also 
one month in the South in the winter, be- 
sides two trips to Europe and one to the 
Pacific coast 


Why So Many Shipwrecks? 

In reflecting upon the reason why so 
many have made financial shipwreck of 
their lives, | have found without exception 
that it was because of extravagance and 
lack of thrift. Instead of making pro- 
vision for their declining years, they lived 

their incomes and indulged in 
aspirations by aping the rich and 
spending their money for automobiles and 
other unnecessary luxuries. 

Old age and poverty is a most unfor- 
tunate combination and yet that is the fate 
of many improvident people who at 6 
years of age are still obliged to struggle 
daily bread or are dependent 

children for support, if not 
of charity. 


bey ynd 


social 


for their 
their 
recipients 


It All Seems Simple 

As I look back upon the years that have 
first began to save, it all 
simple. And my answer to 
your question “How to achieve financial 
independence” is: first, live within your 
income; second, save a little for a rainy 
day, and lastly, after you have saved your 
money, look more to the safety of your 
principal than for a large return of in- 
terest. 

It does not require any financial genius 
to achieve a competence for it lies within 
the reach of all, as has been proved by the 
actual experience of 

One or THE ComMMON PEOPLE. 
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Points for Income Builders 


Not Too Much About “Foreign Exchange”—Why Canadians Dislike Dollar Bills 


T is astonishing how little one can 
know about finance without the 

ignorance being discovered. By 
adroit handling of questions put him, 
almost any man can conceal ignorance 
of the financial system; in fact, he can 
give the impression of wide financial 
knowledge. All that is necessary is 
the avoidance of explicit definitions. 

The explanation of which probably 
lies largely in the fact that so large a 
portion of the financial community is 
always, and inevitably, working in the 
dark. Half-truths have constantly to 
be dealt in. Only insiders know the 
whole truth. It is easy for a witty man 
to concoct half-truths, no matter how 
little he may really know. 

There is, however, no better defence 
of “illiteracy” in finance than in any 
other walk. More, there is no greater 
likelihood of the illiterate man’s success 
in this field. But positively it might 
even be said that “a little knowledge” 
is a far more dangerous thing here than 
it is anywhere else. 

With the foregoing to serve as this 
department’s raison d'etre, it may be 
found worth while to discuss a few 
terms, selected at random, which are 
frequently heard in Wall Street and 
environs, and which are worth while 
understanding. 


Foreign Exchange 

The deep, dark and mysterious cavern 
of the financial woods, which investors 
in great numbers shrink from entering. 
A labyrinth, rumored to contain in- 
numerable tortuous passages which it 
is highly dangerous to explore. A 
brain-cracking process which is sup- 
posed to be far over the heads of all 
but wth degree students. 

In reality, however, foreign exchange 
seems to the amateur investigator to be 
a natural, logical process, which is in- 
tricate only in its attendant complica- 
tions and not at all in its fundamentals. 

Foreign exchange, in the simple, is a 
machinery that has been set up to facili- 
tate commerce between distant points— 
that is, between parties doing business 
with one another but situated in differ- 
ent countries. 

Its chief claim to greatness lies in 
the fact that it provides a means of 
payment in business transactions that 
does not involve the actual shipment of 
money or gold or bullion. 

A certain amount of concentration is 
mecessary to an understanding of any 
definition of the foreign exchange ma- 
chinery. Perhaps a little more than 
usual will be needed to understand ours. 
However, here it is: 

(1) American Smith orders $500 
worth of goods from Englishman Jones. 

(2) Englishman Jones ships the goods 
and writes an order for the cost ($500) 
on American Smith. 

(3) Englishman Jones deposits this 
$500-order with his London bankers, 
Brooks, Banks & Co., who credit his 
account. 
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(4) Brooks, Banks & Co. send the 
$500-order to their New York office for 
collection. 

(5) Their New York office collects 
(from American Smith) and holds the 
sum ($500) to Brooks, Banks & Co.’s 
credit,/in New York. 

Now, in the meanwhile, another Eng- 
lish merchant, Englishman Robinson, 
orders a separate $500-worth of goods 
from another American, American 
Brown. Thus, instead of the American 
buying from the Englishman in this 
case, it is the other way ’round. Now,— 

(6) Englishman Robinson, instead of 
shipping money to New York to pay 
for the goods he has bought, goes to 
Brooks, Banks & Co. and applies for 
a $500 “money-order” against New 
York with which 
Thereupon, 

(7) Brooks, Banks & Co. sell him an 
order for $500 against their New York 
office. 

(8) Englishman Robinson forwards 
this $500-order to American Brown, 
who presents it at New York where 
that sum has already been collected 
under the Smith-Jones transaction. Amer- 
ican Brown is paid. 

Thus, the two transactions have been 
matched, one against the other, and 
payments have been made without any 
actual shipment of money, or gold. 

Thousands of such transactions are 
being handled in this fashion, day in 
and day out. Instead of its being a 
case of matching the orders of a few 
business men, it becomes a case of 
matching the orders of all the New 
York foreign trade houses against the 
order of all the London foreign trade 
houses. 

Under normal conditions, purchases 
by New Yorkers in London, and vice 
versa, maintain a certain approximate 
average. Hence, the system becomes 
accustomed to a fairly constant “load,” 
and becomes that “delicately balanced 
mechanism” that you read about. 

In fact, so delicately balanced does 
it become that even a slightly abnormal 
amount of buying by the merchants in 
one country from the merchants in 
another is immediately reflected in the 
units of exchange—that is, the Ameri- 
can dollar, the English pound sterling, 
the French franc, the German mark, 
the Italian lira, and so on. 


to pay his debt. 


Fluctuations in Exchange 


Fluctuations in exchange, resulting 
from abnormal demand for accommo- 
dations in one center as opposed to 
another (see above), are recorded daily 
in most of the metropolitan newspapers. 
These fluctuations, under normal con- 
ditions, are more or less moderate. 
Any decisive change is generally the 
source of considerable uneasiness, since 
it reflects an abrupt change in the inter- 
national financial situation. 

In American circles, foreign exchange 
has naturally come to. be quoted in 


“dollars and cents.” Today, English 
exchange is quoted “4.20,” which is to 
say “$4.20” for the English Pound 
Sterling, nominally worth $4.87%; 
French exchange is quoted “8.06%,” or 
$00.0806 for the French franc, nomi- 
nally worth almost three times as 
much; and German exchange is quoted 
“ 52,” or a little over half-a-cent for 
the German mark, which is nominally 
worth over forty times (!) as much. 

As stated, these units of exchange 
fluctuate to correspond with demand 
for accommodations between the cen- 
tral markets of the world. More severe 
fluctuations will occur, however, when 
one market incurs excessive debts to 
another and seriously encroaches upon 
its gold supply. 

It is just such fluctuations as these 
latter which occurred during the war in 
Europe. Wild, hysterical buying in this 
market resulted in  sky-rocketing the 
American dollar. Shipment after ship- 
ment of gold was despatched here to 
equalize the situation; but the effect of 
shipments was immediately nullified by 
more wild buying. 

Since the Armistice, the world has 
had the spectacle of a violent recovery 
in the English pound sterling—it is now 
within 15% of par; a still more violent 
crash in German marks,—worth now 
just about what you are willing to pay 
for them; and a slow, halting up-trend 
in other depreciated monies. 


Cables and Demand Bills 

Foreign exchange is considered by 
some to be one of the best markets 
to speculate in. That is, they regard it 
as a market where the sagacious trader 
can capitalize his brains and experi- 
ence without fear of being crushed be- 
tween the upper and nether mill stones 
of manipulation and illogic. 

“Cables” and “demand bills” are dealt 
in—the one calling for immediate trans- 
fer of funds, the other for funds on 
demand. 

The disadvantages of trading in for- 
eign exchange—that is, in foreign cur- 
rencies,—spring largely from the secrecy 
which enshrouds international financial 
developments. Shipments of gold are 
announced when they are abroad the 
steamer. However, the trend of trade, 
as between two countries, should be 
susceptible of logical analysis and is, 
after all, the basic factor in the foreign 
exchange market. 


“Canadian Funds” 

Distortion of money values, due to 
the vagaries of the Foreign Exchange 
market, is productive of much _ ill- 
feeling. In Canada, not so many 
months ago, an American $10-bill, pre- 
sented at a Canadian bank, became 
$11.90 in Canadian money. The Cana- 
dian, who saw an American buyer able 
to buy 19% more goods for the same 
par value of American money as he 
(the Canadian) could buy with his own 

(Continued on page 356.) 
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Providing an Income for the Untrained Woman 


How It Can Be Done—What It Will Make Possible—The Cost 


Life’s little ironies are often revealed 
through advertisements in the daily 
papers. Under the head of “Situations 
Wanted” it is not difficult to read be- 
tween the lines the pitiful story of a 
woman, inexperienced and unskilled in 
earning a living, who pathetically seeks 
to find a home. The following adver- 
tisements were recently observed in a 
New York newspaper: 

HOUSEKEEPER—Educated woman, not a 
servant, seeks engagement as housekeeper or any 
position of trust not requiring previous business 


experience, where she can have her little six- 
year-old girl with her. Highest references. 

LADY—Inexperienced, desires position where 
education and refinement are prerequisite. 

COMPANION—Refined lady, widow, 55, with 
knowledge of French, English and Music, wishes 
position as lady’s or girl’s companion. Could 
also take care of invalid. 


What hidden histories are condensed 
in these few lines! Women who have 


optimistic friend to buy stock which an 
experienced investor wouldn’t touch 
with a ten-foot pole. Under such con- 
ditions the widow’s money melts like 
ice in an August sun. It is not so long 
since many New England widows were 
advised to put money in New Haven 
stock. Such investors have now a sadly 
depleted income. 

The frequency with which such 
estates are dissipated through ignorance 
of financial affairs points to the neces- 
sity of a man’s leaving the major part 
of his estate in the form of an income, 
sufficient to tide over at least the first 
few years after his death, and prefer- 
ably to protect his widow during her 
lifetime. 


The Safest Way 


There is no safer nor more practical 
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been accustomed to comfortable homes, 
unused to fending for themselves, seek- 
ing for means of subsistence after the 
breadwinner has died! The saddest part 
of many such cases is that the husband 
or father had left a comfortable estate 
for his family which, if invested by 
them with care and discretion, would 
have provided a home and maintenance 
for his dependents after his death. 


Natural Pitfalls 


Few women, however, whose lives 
have been passed in the sheltered en- 
vironment of the home, are accustomed 
to handling money for the purpose of 
investment. This is a field of finance 
which requires expert knowledge and 
wide experience. 

Thus, a woman who seeks to invest 
the sum of $10,000 may find as many 
difficulties in discovering the proper 
channel as one who has inherited an 
estate of $100,000. Unable to rely upon 
her own judgment, she may turn to 
some member of her family for advice 
—perhaps one whom her husband had 
never consulted in financial affairs be- 
cause of his lack of faith in that par- 
ticular relative’s business acumen. Or 
she may be tempted by 10% or 15% 
dividends and the suggestions of an 
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way of providing such an income for 
dependents than by means of life insur- 
ance placed on the income plan. An 
Income Policy guarantees regular pay- 
ments, monthly or yearly, during the 
life of the beneficiary, or over such 
period of years as the insured may 
designate when applying for the insur- 
ance. It also provides against the loss 
of the principal sum through unwise 
investment or inexperience of the re- 
cipient. 

The Monthly Income Policy enables 
a man to be his own executor, and 
does not place the financial responsi- 
bility upon his beneficiary. The estate 
is free from administration costs, Fed- 
eral Income taxes, and most forms of 
local and state taxes. It is not neces- 
sary for the widow to apply to the 
probate court for an allowance while 
the estate is being settled, for under 
the Monthly Income Policy the first 
instalment is paid to the beneficiary 
immediately after the submission and 
approval of proofs of the insured’s 
death. 

Assume, for instance, that « man 
thirty-five years old, carries a 20 Pay- 
ment Life Policy on the Monthly In- 
come form, guaranteeing to his wife, 
age thirty, a life income of $50 a month 


after his death. This income is guar- 
anteed for twenty years -certain and for 
the life of the beneficiary thereafter. 
Should the beneficiary not live to re- 
ceive 240 monthly payments, the value 
(Continued on page 369.) 





INFORMATION ON INSURANCE 
WHERE IT CAN BE OBTAINED 


Insurance Department, 
THE MAGAZINE OF WALL STREET. 

I am very anxious to build up a 
library of best books on selling of life 
insurance and other kinds of insurance- 
books that will give me the best in- 
formation on fundamentals of insurance, 
how to sell it, etc. Your help and sug- 
gestions along this line as to title of 
books and prices of same, and where 
they can be bought will be highly ap- 
preciated. I am a new agent and new 
in insurance business. I have Hueb- 
ner’s “Fundamentals of Life Insur- 
ance.”—J. A. C. 


Doubtless you wish to effect two pur- 
poses: first, to learn the fundamentals 
of the business of Life Insurance; and, 
second, to get reliable information 
about the various companies. 

For the first purpose the following 
books, obtainable through the Specta- 
tor Company, may be recommended: 


Agency Arguments and Principles of In- 
surance, by Henry Moir 

The Life Insurance Primer, by Henry Moir 
What Life Insurance Is and What It 
Does, by William Alexander 

Life Insurance, by Dr. S. S. Huebner 


* Elements of Life Insurance, by Miles M. 


Dawson 


There are many other books on life 
insurance which you may find useful 
and interesting. As dealing with the 
broader aspects of insurance, a book 
like “Insurance Science and Economics” 
by Dr. Frederick L. Hoffman ($3) will 
be found instructive, also the three 
volume compilation edited by H. P. 
Dunham, entitled “The Business of In- 
surance” ($10), as well as “Yale Read- 
ings in Insurance” published by Yale 
University. 

For the purpose of acquiring sound 
knowledge about the finances of in- 
dividual companies there is, of course, 
the Report of the New York Insurance 
Department of life insurance companies. 
This only deals with companies operat- 
ing in New York State. A handy refer- 
ence book containing figures relating 
to nearly every company in the United 
States and Canada is “The Life Insur- 
ance Policyholders Pocket Index” (75c) 
published by The Spectator Company. 
For a brief history of each company in 
the United States, “Best’s Life Insur- 
ance Reports” ($10) may be recom- 
mended. 

A Bibliography published in a recent 
issue of The Eastern Underwriter of 
New York City contained an excellent 
list of insurance text books. 

If it will help you, this department 
would be glad to obtain these books 
for you. 
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Houston Oil Co. 





What Is Houston Oil Worth? 


Stock That Once Sold At 172 Sold as Low as 40—The Company’s Holdings 


HAT is Houston Oil worth? In 
W 1919 the stock sold as high as 172 

a share and predictions were freely 
made at that time that it was on its way 
to 1,000. From this high price it had a 
more or less steady decline to a low of 
40% in August, 1921. This is a rather 
wide range, to put it mildly, even for a 
highly speculative stock, especially as the 
company has never issued anything very 
unusual in the way of a report—that is 
to say, nothing unusually good or un- 
usually bad. As a matter of fact the com- 
pany has, for the past seven years, shown 
a moderate increase in earnings each year 
and its oil production has steadily in- 
creased. 

The optimism that carried the stock to 
its high figure was evidently based on the 
future possibilities of the company’s prop- 
erties. Its land holdings are very large 
and while the development of its properties 
has not as yet brought forth anything that 
would make stockholders rich over night 
wells with a satisfactory production have 
steadily been brought in and the company 


now has a settled production that it should * 


have no difficulty in maintaining for some 
years to come. In fact, further develop- 
ment work should enable the company to 
continue to increase its production. 


What the Company Owns 


Houston Oil owns in fee 775,000 acres 
and in addition 200,000 acres of oil and 
mineral rights in east Texas and Louisi- 
ana. Of course a large portion of this 
acreage is in districts that have not been 
proven to be oil bearing. In the Hull 
district about 1,200 acres are “proven” and 
Houston Oil's holdings in this pool aggre- 
gate 1,930 acres, of which 1,000 are in the 
best portion of the pool. The company 
has drilled over fifty wells in this pool 
and a large percentage of these wells have 
proved to be steady producers. 

In the Corsicana district of Texas the 
company holds 1,100 acres of leases and 
is operating considerably more than 100 
wells. In addition to this proven oil ter- 
ritory Houston Oil has large acreage in 
districts that experts believe have excellent 
possibilities of showing good results but 
which to date have not been thoroughly 
tested. 

In 1916 the company sold a one-half in- 
terest in certain of its mineral rights to 
the Federal Petroleum Co. and the Re- 
public Production Co. controlled by J. S. 
Cullinan, these companies taking charge 
of development work on the lands in- 
volved. All the company’s land in the 
Hull district was included and Houston 
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Oil only gets 50% of oil receipts in this 
field. The properties in the Corsicana 
field were not included. 

A very important development in Hous- 
ton Oil Co.’s affairs has been its recent 
acquisition of several hundred acres in 
the new Mexia field. Development work 
here has so far been highly promising. 
Last October a 10,000-barrel well was 
brought in, and in November a 7,000-bar- 
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rel well. In December a 7,000-barrel and 
a 4,000-barrel well came in. Due to faulty 
drilling one of these wells turned partially 
to salt water but the management of the 
company is confident that this experience 
will not be repeated. At any rate, a well 
close to the one that drew salt water has 
shown no signs of it. Should the com- 
pany’s development in this field continue 
to be favorable it will undoubtedly mean 
a large increase in earnings. 

About a year ago a favorable contract 
was made with the Humble Oil & Refining 
Co. for a period of five years by which 
the latter company takes the production 
of Houston in the Hull district. Under 
this contract the minimum price is $1 a 
barrel. For a number of months this year 
oil in this field was posted at 80 cents so 
that this has already proven a highly fa- 
vorable arrangement. Under no circum- 
stances is the company to receive less than 
the posted price. 


Controversies with Kirby Lumber 


In May of this year settlement of the 
company’s controversies with Kirby Lum- 


ber Co., which had certain timber rights, 
was made. Under the terms of the settle- 
ment Houston Oil obtained $3,000,000 in 
7% notes payable in semi-annual install- 
ments of $150,000 and secured by a lien on 
the timber. The company retains all line 
timber under 12 inches on part of the land 
and under 8 inches on the balance, and all 
hard wood under 6 inches in diameter; 
also 300,000 acres of land are released in 
part at once and in full within five years. 
The balance of the land is released as the 
timber is cut; the last to be released in 
fifteen years. 

Including these notes, net current assets 
of Houston Oil are about $6,000,000. This 
is a very strong financial condition for a 
company of this size and it would appear 
that directors are justified in starting divi- 
dends in the immediate future. Whether 
they will do so or not is another question, 
for the management appears to be more 
interested at the present time in developing 
the property than in paying anything to 
stockholders. 


Earnings Well Sustained 


Considering the fact that low prices pre- 
vailed for oil during the first nine months 
of 1921, earnings of Houston Oil this year 
have held up fairly well. For the quarter 
ended March 31, 1921, net earnings were 
$876,431; for the quarter ended June 30, 
1921, they were $354,291; and for the 
quarter ended Sept. 30, 1921, $363,258. 
These earnings were after deducting taxes 
but before depreciation. However, they 
do not include lumber sales or earnings 
of the Higgins Oil & Fuel Co., in which 
the company has a 52% stock interest. 
Profits of the Higgins Company are run- 
ning at the rate of close to $1,000,000 per 
annum, 

Because of the advance in the price of 
oil the earnings for the last quarter of 
the year will undoubtedly show a very 
marked improvement and for the full year 
1921 ,Houston should show at least $7 a 
share earned on its common stock and 
possibly as high as $10 a share. The final 
results for 1921 will largely depend on 
how much of its Mexia oil, of which large 
amounts are held in storage, is sold; also 
on how much it is decided to charge to 
depreciation. 

The last annual report covered the fif- 
teen months ended Dec. 31, 1920, and 
showed $4.35 per share earned on the com- 
mon. For the year ended Sept. 30, 1919, 
3.09% was earned and for the year ended 
Sept. 30, 1918, 3.04%. 

Capitalization of Houston Oil consists 
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A READING ARTICLE 
Editor, THE MAGAZINE OF WALL STREET: 

Sir:—As subscribers to your magazine 
we have been waiting for an article on 
Reading rights. 

Your advice on the Southern Pacific 
rights worked out so nicely, we would 
like to have your opinion on the value of 
Reading rights and stock ex-rights, also 
how you arrive at your conclusion.—P. E. 
W. & Co. 


The Reading Company's segregation 
plan is, at the present time, being fought 
in the courts by certain common stock- 
holders who oppose the plan on the ground 
that it gives preferred stockholders equal 
rights with them to share in the sale of 
the coal company’s properties. With a 
possibility of the present plan’s being mod- 
ified, therefore, the present rights that 
Reading stockholders are entitled to might 
be jeopardized. Whatever plan is finally 
adopted it -is our opinion that Reading 


common stock at present levels has very 
good speculative possibilities —Eprtor. 
q 


THOSE BUCKET SHOPS 


Editor, THe MaGazine oF WALL STREET: 
Sir:—I have been interested in your 
articles on “Bucket Shops.” Last June a 
New York call came to my hotel during 
my absence. The next day it came to my 
office, and I listened to the rapid and elo- 
quent utterances of an individual who 
talked of “a pool in American Locomo- 
tive” and “small margins,” and who was 
willing to take an erder—“check to fol- 
low”—for one hundred shares, then for 
less, and finally for ten shares of the stock. 
As I take no tips, except from genuine 
insiders, and always trade on very large 
margins, and never trade with any but the 
strongest and most conservative houses, his 
efforts made no impression except to 
arouse my curiosity. His house was 
named “Van —” something or other. I 
investigated and found the house belonged 
to no exchange, so set them down as a 
bucket shop, but it puzzled me to under- 
stand how ten shares and margin would 
make a New York call worth while. I 
realize now that it was the old “come on” 
game. I really don’t see how a business 
man of sense can be induced to trade with 
non-exchange houses.—J. B. P 


Your own experience, like that of many 
other persons with whom we have talked 
since the “Bucket Shop” series was begun, 
jibes perfectly with the methods described 
in that series. What the house calling 
you was evidently after was your first 
order, no matter whether it was to be a 
large one or a small one. They were 
satisfied, we presume, that once they got 
that, the matter of obtaining ever larger 
orders from you could be left to be worked 
out later. 

We believe you make one mistake, how- 
ever, in your reactions to this experience. 
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That is when you say you can’t under- 
stand how business men of sense “can 
be induced to trade with non-exchange 
houses.” As a matter of fact, some of 
the most important investment banking 
houses in the financial community are not 
members of any exchange; and the fact 
that they are not members does not, in 
the least degree, detract from their in- 
tegrity or merit. 

The great problem the investment world 
faces is, not how to teach people to recog- 
nize bucket shops, but how to tear con- 
cerns of that sort up by the roots. What 
we believe to be the surest way out is 
described in the early pages of this issue. 
—Eprror. 


MR. ‘KAHN’S ARTICLE 


Editor, THe MaGAziINe oF WALL STREET: 

Sir :—In the issue of THe MAGAZINE OF 
Watt Srreet for November 12, 1921, you 
published an article by Mr. Otto H. Kahn 
wherein he points to the surtax on large 
private incomes as one of the principal 
causes of the present business depression. 
While the present writer does not take 
exception to the argument, he does take 
exception to the manner in which it was 
presented and, in a spirit of constructive 
criticism, wishes to point out certain fea- 
tures which might eliminate much good 
effect, and to make suggestions which 
might prove of use if adopted. 

Mr. Kahn’s excellent article was pub- 
lished in a magazine largely read by a 
class of people who are not likely to dis- 
agree with him, and who were certainly 
not behind the movement in Congress to 
retain a 50% maximum surtax on large 
incomes. Agreement at the outset is not 
conducive to constructive thought, much 
less action and, while there is certainly no 
reason why it should not have been pub- 
lished in your periodical, it would have 
been more effective along the line intended 
had it appeared in some farm or labor 
journal. 

Rather plainly set forth is the fact that 
Mr. Kahn is a leading American banker, 
which is equivalent to saying that he is 
a person of great influence and wealth. 
To the average person such a preface if 
the facts were not already known to him 
would cause the accompanying article to 
stand out as an appeal to a wealthy man 
to have his personal taxes reduced, or, in 
other words, a personal complaint. Need- 
less to say, that was not the idea to be 
conveyed but the effect would have been 
as stated. Had the article been published 
to reach a wider circle as mentioned in 
the preceding paragraph, it would have 
been advisable to suppress the name or at 
least the business position of the author 
to avoid an unfortunate impression. 

At the outset Mr. Kahn commits an 
error in referring to the easily available 
refuge of wealthy men in tax exempt 
securities. The existence and rapid in- 
crease of the tax exempt security is one 
of the sorest spots in political and eco- 


nomic thought today and by referring to 
its availability to the harassed taxpapers 
Mr. Kahn merely arouses the reader’s an- 
tagonism. Also by the implication that 
the reduction of the surtax is not really 
a matter of serious import to him he 
throws a shadow of insincerity over his 
argument. 

There is need of constructive thinking 
and acting under present conditions and 
in the face of intense prejudice and con- 
fusion of ideas the only practical method 
of bringing about even a partial solution 
of present difficulties is by the circulation 
and interchange of ideas beyond class 
limits. Good management and good states- 
manship are largely based on an apprecia- 
tion of the other man’s point of view- 
W. B 


Although we enjoyed reading your let 
ter, we cannot agree with your conclu- 
sions, 

In the first place, Mr. Kahn made it 
perfectly clear that his article was in no 
sense a personal plea for the reduction of 
taxes. Mr. Kahn pointed out that men 
of wealth could easily “find means of 
escape from their rigor” through the ave- 
nue of non-taxable securities; a statement 
by the way which was reiterated more 
recently by Mr. Charles M. Schwab, who 
said that he could “triple his income” by 
investing in securities of this type; then, 
having established this main point, Mr. 
Kahn went on to his main argument, 
which was that the high surtaxes were 
driving capital away from business enter- 
prise. And this fact, he showed, was re- 
sponsible for the trade depression through 
which the country was passing. 

Since Mr. Kahn was pointing out one 
of the sorest spots in the business situa- 
tion—an influence that was holding back 
the country’s commercial progress—we 
doubt whether any publication could be 
found in which his views might better 
have been published. In other words, if 
you feel his remarks were appealing to 
prejudice through being contained in our 
columns, then they would have appealed 
to the same prejudice wherever they had 
appeared; for the whole country, certainly, 
is prejudiced in favor of better business 
—Eprror. 


“MY OWN STORY” 


Editor, THe MaGazine or WALL Street: 

Sir:—I have noticed several good arti- 
cles in the BYFI department of your 
Macaztn_e from time to time, so I thought 
I would expound my own little story. 

I have been in the Government service 
for over four years, and have drawn an 
average of $225 a month during the period 
(which I think is fair for a chap only 21 
years of age who only has himself to 
look out for). I had been putting off try- 
ing to save anything in my wild oat years 
but last May I decided to see if it would 
work. Before this, however, I did “dilly- 
dally” around with wild-cat schemes in 
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“bogus” oil companies in Texas which 
scorched me somewhat. 

Beginning last May, I determined to see 
what I could save for one year. I picked 
out what I thought were good stocks at 
the time, but two of them (U. S. Rubber 
common and Midvale Steel) I later sold 
at a loss. I have purchased outright the 
following: 

10 shares Middle States Oil @ 11; 2 
Studebaker @ 70; 1 Chandler Motors @ 
55 (1 “picked up” this share one day 
while downtown in a certain brokerage 
concern); 2 Burgess-Nash preferred @ 
95 (this is a home stock and will be re- 
deemed in 1938) ;'1 St. Louis & San Fran- 
cisco income bond ($100) @ 100; 2 Good- 
year Rubber 8s, 1921, @ 100; 1 United 
Drug 8 @ 98%; anc 2 Chicago, Milwau- 
kee & St. Paul conv. 4%4s @ 63. 

In addition to the above, I also pur- 
chased some real estate in Omaha which 
I am paying out at the rate of $45 month- 
ly, and also I am paying out a $3,000 In- 
vestor’s Syndicate 10-year investment 
bond. 

I figure my expenses (room and board, 
etc.) at $90 monthly. That leaves me 
$140 for investments, which includes the 
$45 real estate payments and the $18.45 
monthly payments on my Investor’s Syn- 
dicate bond. 

I do not have to worry about lay-offs, 
strikes, etc., so you see I can always fig- 
ure on the above amount each month for 
investment. 

Regarding my investments, I have made 
it a point not to purchase anything which 
is not listed on the New York Stock Ex- 
change. The one exception, my Burgess- 


Nash stock, I believe to be a sound com- 
pany, it being the second largest depart- 


ment store in Omaha. 
holdings I now have in my possession were 
purchased through my bank and an affili- 
ated trust company. 

If you have any suggestions as to how 
you think I could better myself, I would 
be very glad to hear from you. I am of 
the opinion that I can easily invest an 
average of over $1,000 a year, and by the 
time I am ready to retire from the Gov- 
ernment service (25 years from now, at 
¥% pay) I will be more than able to keep 
the wolf from my door the rest of my 
life—L. M. M. 


We were much interested in your letter, 
and thank you for it. 

Looking over the stocks and bonds you 
have purchased, we are led to remind you 
that very few, if any of them, are strictly 
in the “investment” class. In other words, 
we hope you understand that speculation 
enters into your transactions very largely. 
This applies particularly to such stocks as 
Middle States Oil, Chandler and Stude- 
baker. Even among the bonds you hold, 
none can be classed as really “gilt edge.” 
The wisdom of continuing your invest- 
ments in this one class of security is, we 
think, somewhat dubious. 

For the rest of your holdings: You 
seem to have purchased a very large inter- 
est in that “Investor’s Syndicate,” which 
we suppose to be something of an Invest- 
ment Association or private Investment 
Trust. The merits of this investment we 
can hardly pass upon, since you do not 
give details. The real estate purchase ap- 
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Practically all the. 


pears sound, assuming, of course, that you 
have carefully analyzed the district in 
which you have bought and that you are 
fully aware of surrounding property 
values, etc. 

In the future, our advice to you would 
be to confine your commitments to strictly 
high-grade securities—for example, Beth- 
lehem Steel 8% preferred, General Motors 
7% preferred, Kansas City Southern pre- 
ferred, etc. Do this, and keep up with 
your schedule and we are confident that 
you wilf “get there” in time to prove your 
efforts well worth while—Ebrtor. 


A Constructive Critic 


Editor, THz MaGAzINe or WALL STREET: 

Sir :—You have at times asked for rec- 
ommendations or criticisms from your 
readers. Permit me to write a word in 
praise of the excellent plots and charts 
drawn by “W. V. G.” It was his draw- 
ings which originally drew my attention 
to your MAGAZINE, and I want to assure 
you that it is a great pleasure to see his 
work after looking over some of the charts 
that are published in other magazines. 
My work brings me in close touch with 
statistics and I have given much attention 
to arranging facts in such a manner as 
to be easily comprehended by others. I 
often notice details in “W. V. G.’s” work 
which show that he not only presents the 
data as given him but also that he takes 
pains to arrange it in such a manner as 
to bring out clearly exactly the points 
that it is desired to make. 

A month or so ago I noticed a drawing 
in which statistics were presented by 
means of pictures of objects, the size of 
the picture being supposed to indicate the 
relative amounts considered. It seems to 
me that such methods are apt to be mis- 
leading and they certainly leave one doubt- 
ful whether or not the idea given by the 
picture is the correct one. This, of course, 
is true because of the confusion between 
length and area. You understand the 
point perfectly, and I hope that you agree 
with me that this method is not generally 
fitted to a publication of the accuracy and 
dignity of THe MacaziIne or WaLL 
STREET. 

One thing more and I am done. I 
agree with one of your critics who said 
that he didn’t like the heading to the 
“Building Your Future Income” section. 
I would suggest that “W. V. G.” draw a 
good plot of general interest for each 
number of such sort that, if they were 
taken out and pasted into a book they 
would together make up a valuable hand- 
book of. financial facts for beginners. 
Titles for charts which occur to me at 
once are: 

“What You Will Get by Investing $100 
a Year at 6% Compound Interest.” 

“The Yield of a 5% Bond If Held to 
Maturity.” ; 

“Ten Years of N. Y. Stock Market 
Averages.” 

“Average Salaries at Various Ages of 
Skilled and Unskilled Workers and Pro- 
fessional Men.” 

“Mathematical Cost of Insurance at 
Various Ages.” ; 

These suggestions are enough, perhaps, 
to show what I mean. In two hours’ 
time I think that 100 such titles could be 
tabulated, each of which would be inter- 


esting. Also, the data for them cowd be 
easily obtained —D. L. D. 


It is good to have your appreciation of 
the work of Mr. William V. Goodwin, 
who prepares the graphs, charts, etc., to 
which you refer. 

Regarding the occasional “picture” 
graphs which we have published: Stand- 
ing alone, we agree that they might be 
misleading. To avoid any such result, we 
add to them the actual figures represented. 
In this way we are enabled to describe a 
Situation, or a trend, to show a compari- 
son, in very graphic fashion, but without 
sacrificing accuracy. It will pay us, we 
think, to follow your suggestion and use 
“picture graphs” only where it is desired 
to make a given comparison particularly 
emphatic. 

Your suggestion regarding a heading 
for the Building Your Future Income 
section is very interesting. The office poet 
has enceavored to explain the purposes in 
the heading now used; you will find his 
explanation under that heading in this is- 
sue. He shows, we hope, why we don’t 
feel that we should give this heading up. 
However, such charts as you suggest 
might still be used elsewhere, and we shall 
carefully consider the idea. 

Further suggestions from you, or from 
our other readers, are appreciated at all 
times.—Ep1Tor. 





. A 
Adams Express Bonds 

Editor, The Magazine of Wall Street: 

Sir:—In your issue of November 12, 
1921, on Page 19, under the heading 
“Collateral Behind the Bond” you state 
that it is provided “in the respective 
deeds of trust of the two bond issues 
that upon maturity of the bonds, the 
trustee shall sell and dispose of the 
securities deposited and any surplus re- 
maining after payment of principal and 
interest shall be distributed pro-rata 
among the holders of the bonds.” 

Would you be good enough to tell us 
whether you secured this information 
from the Deed of Trust itself, as this 
information is extremely important to 
the holders of said _ securities?— 
W. D. & Co. 


We have referred your letter regard- 
ing the disposition of the pledged col- 
lateral behind the Adams Express 
Company 4% bonds of 1947 and 1948 
at the time of maturity of the bonds, to 
Mr. R. M. Masterson, who wrote the 
article on these bonds that appeared 
in the November 12th issue of the 
MAGAZINE OF WALL STREET. 

Mr. Masterson has sent us the fol- 
lowing extract that he has taken direct 
from a printed copy of the Deed of 
Trust, dated February 9, 1898, securing 
the 4% bonds of 1948: 

“When the principal of said bonds 
becomes due and payable the Trustee 
shall sell and dispose of all and 
singular the said securities and prop- 
erty, in the manner herein provided, 
and distribute all the proceeds, in- 
cluding any surplus realized over the 
amount due for principal and interest 
of said bonds as provided in Article 
eek as 

(Continued on page 368) 
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Utah Copper Company 





Utah’s Outlook Good 


Company Strongly Intrenched and in Position to Profit from Upturn in Copper Metal— 


T a recent meeting of the Mining 
A Committee of the Salt Lake City 
Commercial Club, R. C. Gemmell, 
general manager of the Utah Copper Co., 
stated that April 1 was tentatively fixed 
as the date for resumption of operations 
in Bingham Canyon. He pointed out that 
the proposed resumption depended upon 
the continued activity of the copper mar- 
ket. 

During the past week metal prices have 
been well maintained, although the market 
has been characterized by extreme quiet- 
ness. However, there is evidence of 
strength in the fact that during the recent 
dull period there was no attempt to shade 
prices for the purpose of attracting cus- 
tomers. It is quite evident that producers 
believe that prices are more likely to ad- 
vance than to recede. In any event, most 
producers are in an improved financial po- 
sition, as stocks of copper are being 
liquidated. 

Although little business has been done 
for the past week or ten days, the larger 
producers continue to ask 14c. a pound 
for first quarter deliveries. Some copper 
was available at slightly lower prices, but 
the general tone of the market has been 
firm. Slightly greater profit has been de- 
rived recently from export business. On 
the whole, the market has the general ap- 
pearance of being in a holiday lull, which 
in all probability will be followed by a 
further advance early in the new year. 

How Utah Will Resume 


The resumption of operations by Utah 
Copper will no doubt be on a small scale 
in the beginning, with a working force of 
about two thousand men. Metallurgical 
tests at the company’s Arthur Mill are 
under way and will probably be continued 
for another month or two. After opera- 
tions have been resumed, and the com- 
pany’s operations are in tune with market 
conditions, production will probably be 
gradually increased as long as such ex- 
pansion is justified by the increasing de- 
mand for the metal. 

It is no doubt safe to assume that the 
maximum scale of operations for some 
time to come will fall 30% to 40% short 
of the production during the period of the 
company’s maximum activity. 


Utah’s Properties and Finances 


Readers of this MaGAzINE need no gen- 
eral description of the company’s proper- 
ties, for Utah Copper’s reputation as the 
weading porphyry is fully appreciated by 
all who are in even casual touch with 
copper mining conditions. 
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Shares Attractive 
By D. I. CASETT 


The financial strength of the company is 
illustrated by a statement made by Charles 
Hayden, when the directors voted to 
reduce the dividend; that beginning with 
1915 the Utah Copper Co. earned in six 
years $31,141,000 more than it paid out in 
dividends; that only about $12,000,000 of 
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these surplus earnings were used in addi- 
tions to properties and plants, or for pre- 
paid expenses, so that about $19,000,000 of 
undistributed earnings for that period re- 
mained in the form of copper, government 
bonds and copper export notes, and cash. 

Some of the physical and financial de- 
tails with regard to the company’s opera- 
tions may be found of interest and serve 
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to confirm the impression of the organiza- 
tion’s stability. For example, the ore re- 
serves have been maintained at over 360,- 
000,000 tons for the past five years, and 
the average copper content is estimated 
at 1.35%, which compares with 1.37% for 
1919 and 1918, and 1.39% for 1917. 


Metallurgical Results 


It is especially interesting to note that 
the percentage of copper recovered from 
the ore has increased each year during 
the past four years, being 61.10% in 1917, 
65.11% in 1918, 7846% in 1919, and 
81.38% in 1920. This remarkable im- 
provement in metallurgical recovery is 
bound to have the effect of holding down 
the cost of producing copper, and also will 
increase the value of the reserves and the 
quantity available. 

In consideration of rapidly increasing 
wage scales and rising prices for supplies, 
the company’s costs have naturally gone 
up during the past few years. Neverthe- 
less, it must be admitted that they have 
been held well in hand. In 1917, the aver- 
age cost of copper produced was 10.995c. 
a pound. This appears at first thought to 
be a sharp advance over the average cost 
of 6.95c. for the previous year, but the 
difference lies in the fact that the cost for 
1917 included for the first time deprecia- 
tion of plants and equipment and all taxes, 
including Federal. The average cost of 
12.53c. in 1918, 12.366c. in 1919, and 
13.145c. in 1920, included depreciation of 
plants and equipment, but did not include 
Federal Income and Profit taxes. 

In passing, it is interesting to remember 
that Utah owns’ 1,000,500 shares of Ne 
vada Consolidated Copper Co., and that 
the dividends from these shares paid into 
the treasury of Utah have amounted to 
$23,245,662. Utah owns also the entire 
stock of the Bingham & Garfield Railway 
Co. and substantial interests in other local 
subsidiaries. 


Conclusion 


In consideration of the extensive and 
valuable holdings of the company, its able 
management, its strong financial position, 
and the certainty that it will get its full 
share of profits from the recovering cop- 
per market, it is easy to understand why 
the shares have been accumulated steadily 
during the past four months. 

This Macaztne frequently reminded its 
readers toward the close of 1921 that it 
was time to accumulate copper shares, and 
that the stronger and more popular issues 
should be given first consideration. About 

(Continued on page 353.) 
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Howe Sound Company 








An Attractive Speculation 


Howe Sound Has Probably Seen the Worst—Shares Well Backed By Asset Values 





ITH the. favorable outlook for 
business in general, and the very 
promising future for the metal in- 
dustry on account of the ever-increasing 
uses and demands for the metals, it is 
time to review the various low-priced 
mining securities for the purpose of select- 
ing those that offer the greatest specula- 
tive possibilities. This does not mean that 
mining shares are not to be regarded as 
investments at times, but it is well known 
that the most money is made out of spec- 
ulative commitments in such shares, if 
they are made so as to take full advantage 
of the discounting of favorable periods of 
activity in the metal market, as well as 
periods of successful development in the 
imdividual mining enterprises. 
Some of the best opportunities are to 
be found in low priced mining stocks rep- 


By C. S. HARTLEIGH 


provided to retire 5% of the bonds per 
annuth. 

The Howe Sound Co. is a _ holding 
organization which conducts its operations 
through its two chief subsidiaries, namely, 
the Britannia Mining & Smelting Co., 
Ltd., of which it owns the entire capital 
stock, and which in turn owns the Bri- 
tannia Power Co. and the Howe Sound 
Power Co.; and El Potosi Mining Co., 
53,800 of whose 60,000 outstanding shares 
it owns, and which in turn owns nearly the 
entire capital stock of the Chihuahua 
Mining Co. 


British Columbia Properties 


The Britannia Mining & Smelting Co. 
properties are located at Britannia Beach, 
B. C., on the shore of Howe Sound, and 
consist of 14,822 acres of beach lots, 8,800 
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resenting companies that control meritori- 
ous mining property which has been 
developed successfully, and which is in 
condition to be operated so as to secure 
the full advantages of the approaching in- 
creased demands for the products which 
the mining company in question is in a 
position to yield. 


Howe Sound Low-Priced 


The class of mining securities we have 
im mind would include Howe Sound Com- 
pany, which has been selling recently on 
the New York Curb Market at 2% to 2%. 
Since March 1, 1921, the high price of the 
stock has been around 2% to 2%, and 
the lowest price of 1% was touched dur- 
ing the month of May. During the first 
two months of this year the high and 
low points were 3% and 2% respectively. 
During 1920 the price ranged from 4% 
high to 2% low; during 1919, 5% high 
and 3% low; and during 1918 6% high 
and 2% low. 

The company was organized in 1903, 
with $3,000,000 capital, civided into 3,000,- 
000 shares of a par value of $1. There 
are outstanding 1,984,150 shares. The 
company’s funded debt was $5,380,000 of 
20-year 6% bonds, which has been reduced 
to $4,035,000. A sinking fund has been 
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acres of mineral claims, and 4,366 acres 
of timber licenses. 

The mine is opened by a working tunnel 
2,200 feet below the outcrop of the vein, 
and 1,200 feet below the old mine work- 
ings, which include several large glory 
holes and five tunnels driven at various 
elevations ranging between 500 feet and 
1,050 feet below the outcrop. Additional 
crosscut tunnels are driven at 3,100 feet 
and 4,100 feet and these workings open 
the ore body so that all ore can be dropped 
through vertical chutes to the 4,100 foot 
level which delivers to the ore bins at the 
top of the mill. About 30,000 feet of un- 
derground development work has _ been 
performed. 

The mine carries a broken reserve of 
about 2,000,000 tons of 3% copper ore, and 
an unbroken reserve of over 8,000,000 tons 
averaging 2% copper. This reserve rep- 
resents a life of over 10 years, with the 
new milling equipment operating at max- 
imum capacity. 

The mine is equipped with double-drum 
electric hoist, and ore crushing apparatus. 
Water power developments can generate 
over 10,000 horsepower, which is supple- 
mented by a steam turbine plant of over 
3,000 horsepower capacity. The air com- 
pressing equipment includes eight compres- 





sors with an aggregate capacity of nearly 
20,000 cubic feet of free air per minute. 

The mill, which was remodeled to have 
a maximum capacitYy of 3,000 tons per 
day, was destroyed by fire in March, 1921, 
with a loss estimated at $1,000,000. It has 
been announced recently that the erection 
of a new mill is authorized, and that the 
new plant will have a capacity of about 
2,500 tons per day, will require about 2,000 
electrical horsepower in its operation, and 
will cost about $1,000,000. 

In recent years the company has pro- 
duced from 16,000,000 to 18,000,000 pounds 
of copper per annum, and its production 
of silver has ranged from 90,000 to 100,000 
ounces. It also produces gold, lead, and 
zine. 

The property is in good physical condi- 
tion, has been well managed, and should 
have a successful future. 


The Santa Eulalia Properties 

The company’s Mexican properties are 
located in the Santa Eulalia mining dis- 
trict, about 18 miles from the city of Chi- 
huahua. The active operations were car 
ried on in the adjoining Santa Domingo 
and Potosi mines, which are developed by 
vertical shafts to a depth of 1,800 feet. 
The ore bodies have been prospected by 
diamond drilling, which shows that some 
of the ore bodies continue to a depth of 
2,600 feet. Large reserves are available. 

The property can produce 500 tons of 
silver-lead ore daily under normal operat- 
ing conditions. Early in 1921 the mines 
were closed down pending improvement in 
metal market conditions. 

Earnings and Dividends 

The initial dividend of 5% was paid 
April 15, 1918, and the company continued 
quarterly dividend payments at the same 
rate until the end of 1920. In March, 
1921, the quarterly dividend was passed. 
From 1916 to 1919 the net income avail- 
able for dividends decreased rapidly until 
it reached the relatively small sum of 
$19,363. During 1920 the net income 
amounted to $109,754. 

With the demoralized metal market dur 
ing the past year, and misfortune in the 
form of fire which destroyed its milling 
plant, the company has probably seen the 
worst, and can now look forward with 
confidence beyond its period of recon- 
struction now in progress. With net 
quick assets of about $2,500,000, and net 
value of properties and investments placed 
at about $2,000,000 after a liberal depre- 
ciation reserve of over $7,500,000, it ap- 
pears that the present market price of the 
shares is amply justified by asset value, 
and that as soon as the company is in a 
position to resume operations and re- 
establish its earning ability, the shares will 
have discounted these favorable develop- 
ments. 

The shares appear to offer an attractive 
speculation without risk of serious loss. 
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Answers to Inquiries 


On Mining Securities 





NEW CORNELIA COPPER 
Has Good Properties 

Please give me your opinion on New Cornelia 
Copper.—O, E. S., Binghamton, N. Y. 

In 1914 the Calumet & Arizona Co. 
exercised its option on the stock of the 
New Cornelia Copper Co. and now owns 
68.32% of the stock. A plant was con- 
structed and mining operations begun in 
May, 1917. For the year ended Dec. 31, 
1920, the company produced 40,104,493 
pounds of copper. In May, 1921, the 
operations of the company were reduced 
to a minimum which was in line with the 
action adopted by other important copper 
companies. 

Copper metal appears to be decidedly on 
the up-grade and it looks very much as 
though the more important companies will 
resume operations early in 1922. New 
Cornelia has a good property and in view 
of the improvement in the copper trade, 
believe it has good possibilities of ad- 
vancing from present levels. 





CARSON HILL 
Earning’s Outlook 


_As a holder of, some Carson Hill recently 
listed on the New York Stock Exchange, I should 
like tc have any information as to ore reserves, 
etc., that you can give me.—W. B. R., Newton 
Center, Mass. 

Carson Hill Gold Mining Co.’s last re- 
port is not very illuminating. It reports 
operations for eight months ending August 
31, 1921, showing net profits of $120,000 
after all proper charges. The company 
has had listed 200,000 shares of a par 
value of $1. The company was originally 
organized as a holding company especially 
for gold stocks although its charter ex- 
pressly allows it to engage in the conduct 
of the same business. Its subsidiary, 
the Carson Hill Gold Mine, Inc., owns 
652 acres of mineral land on Carson Hill, 
Cal., in a group along the strike of the 
Mother Lode for a distance of about 10,000 
feet. This company has purchased other 
isolated properties. Beyond striking pay- 
able ore including an ore body ranging 
from $20 to $100 per ton, no attempt 
has been made definitely to block out re- 
serves. During 30 months of operation 
the company treated 259,856 tons, value 
$2,657,378 or equal to $10.32 per ton re- 
covery. The reserves were tentatively 
estimated at 445,743 tons. 

The net earnings have been as follows: 
Commencement of operations to August 31, 
1921, net earnings $1,356,324 and profits 
$688,441. In 1919 net profits $302,875, in 
1920, $265,541. Eight months ended 
August 31, 1921, $120,024. 

UNITED EASTERN 
Fairly Good Possibilities 


What do you think of United Eastern at 
present prices?—C. EB. C.,-New York City. 


United Eastern stock is decidedly specu- 
lative but as a pure speculation it appears 
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to have fairly good possibilities at present 
prices. A good deal depends on what 
quality of ore the company develops, The 
location of the mine would tend to indi- 
cate that more high grade ore will ulti- 
mately be uncovered but of course this is 
by no means certain. 





NEW JERSEY ZINC 
Outlook Favorable 


What are the prospects for New Jersey Zinc? 
Would like to know its present capitalization 
and how earnings have been running lately.-- 
K. C. A., New York City. 

New Jersey Zinc Co. for the quarter 
ended June 30, 1921, reported net income 
of $582,927, compared with $2,756,577 for 
the same period of 1920. Capitalization 
consists of $4,000,000 Ist mortgage bonds 
and $42,000,000 stock, par $100. In May, 
1920, stockholders were offered the right 
to subscribe to one new share for each 
5 shares held at $100 per share. Indi- 
cations are that the price of zinc metal 
is on the up-grade and the outlook for 
this company is favorable. Dividends are 
being paid at the present time 2% 
quarterly. In the past this company has 
paid large extra dividends from time to 
time. No balance sheet has been issued 
recently, but the company is known to 
be in strong financial condition. 





CERRO DE PASCO 
Should It Be Held? 

Please give me your advice as to whether it 
is advisable to held stcck and bonds of the 
Cerro de Pasco Copper Co. for higher prices’— 
L. A., New York City. 

In view of the improvement in the cop- 
per industry and the fact that Cerro de 
Pasco is a low cost producer, we believe 
that you need have no hesitation in con- 
tinuing to hold your stock. The bonds 
have had quite a large advance, but we 
are inclined to the belief that they will 
sell still higher some time next year, 
based upon the convertible feature. We 
would hold them. 


CONSOLIDATED COPPER 
Its Possibilities 
I hoid 200 shares of Consolidated Copper 


Mines stock for which I paid $5 per share. 
a it any possibilities’—M. R. F., Pittsburgh, 
‘a. 


Consolidated Copper Mines has a good 
property; it is estimated that there are 
20 million tons of 1.33% ore, 200,000 of 
3% ore, 500,000 of 7% ore. The finan- 
cial condition of the company is poor, 
however, and it is possible that new money 
will have to be raised in some way or 
another. The situation in regard to cop- 
per metal is improving, however. Cop- 
per stocks generally are likely to go to 
higher levels. In view of the fact that 
you paid a high price for the stock, we 
suggest holding on a while longer to see 
what develops. 


CALLAHAN ZINC & LEAD 
Is It Worth Keeping? 

Has Callahan Zinc & Lead, in your opinion, 
good future possibilities? I have held this stock 
for some time and wonder if it is worth keep- 
ing.—J. C. T., Flint, Mich. 

We consider Callahan Zinc & Lead a 
rather promising speculative mining stock 
in the low priced division. Zinc stocks 
are gradually being reduced and it is 
reported that Japan alone has taken about 
70% of this country’s zinc export in the 
last six months. This company was com- 
pelled to suspend operations during the 
year only during a little exploration, de- 
velopment and maintenance. The com- 
pany has no indebtedness except current 
bills payable and sufficient fund in the 
bank provides for all current requirements, 
While the company has not shown any big 
earnings in the past few years, such earn- 
ings averaging only around $1 a share on 
its stock of $10 par value, the balance 
sheet discloses a very healthy condition 
and we believe that eventually much 
larger profits will be shown out of its zinc 
and silver operations. We have investi- 
gated this company carefully and have 
advised all subscribers to hold their stock. 





GREAT NORTHERN ORE 
The Dividend’s Safety 
G a Sieh ~ I - on Onn alee ? pay: yz: ot 
share per annum and selling around 33 Do 
oe an regard this as an attractive semi-specu- 
ative investment in view of the large yield? 
ed dividend safe?—H. R. S., Wilmington, 

Great Northern Iron Ore for the year 
ended December 31, 1920, earned $3.96 
a share on its stock as against $3.83 in 
1919 and $3.06 in 1918. In each of these 
years $4 per share was paid on the stock 
so that the company had to dip into sur- 
plus. As of December 31, 1920, working 
capital was $3,189,000 as compared with 
$9,032,000 in 1917. 

Capitalization consists of 1,500,000 cer- 
tificates. There are no bonds. The com- 
pany owns iron ore properties which are 
capable of producing iron ore for an in- 
definite number of years. In view of the 
fact that the company has never earned 
in any one year as much as $4 per share 
it is decidedly unlikely that it will be 
able to continue dividends at this rate 
and at present prices of around 33 we 
do not regard the stock as particularly 
attractive, 


_—_ 


FEDERAL MINING & SMELTING 
Outlook for Preferred 

Is Federal Mining & Smelting preferred a 
good semi-speculative investment? Has it a 
good future?—T. H. J., Evansville, Ind. 

Federal Mining & Smelting preferred 
stock must be regarded as highly specu- 
lative. The company’s report as of De- 
cember 31, 1920, shows ore reserves equal 
to about a two years normal production. 
The future of the preferred stock, there- 


(Continued on page 361.) 
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Hudson & Manhattan R. R. Co. 





Public Utilities 





A Concern That Is Coming Into Its Own 


Hudson and Manhattan Can Now Benefit from Heavy Initial Costs—Outlook for Its Securities 


it would appear that Hudson and 

Manhattan Railroad Co. has ap- 
parently finally reached a position of 
reasonable prosperity and has justified 
the expectations of its builders. The 
reason why this road made such a 
poor start was the very high cost of 
construction, a cost that could only be 
justified by a very heavy traffic. Un- 
fortunately this traffic did not grow as 
rapidly as had been originally estimated 
and estimates as to earning power pre- 
liminary to building were found to be 
much too optimistic. 

New records were hung up as regards 
cost per mile of track, as this road was 
obliged to dip into the treasury to the 
extent of $3,562,000 for every mile built. 
This high cost was due to a number 
of circumstances. New and difficult 
engineering problems were encountered 
on the New York side by reason of 
the fact that the tunnels had to be 
built beneath existing subways and 
elevated structures, and in New Jersey 
almost the entire mileage is below tide 
level and under the tracks and struc- 
tures of main line steam railroads. This 
included the difficult work of building 
under the train shed of the Pennsy!- 
vania Railroad and the four track steel 
viaduct over which the heaviest trains 
are run. 

Over 85% of the railroad is under- 
ground and the work was full of pioneer 
engineering problems of a most diffi 
cult and costly character. 

While preliminary estimates of cost 
were exceeded, no effort was made to 
cheapen the structure in any way and 
the road is remarkable for the per- 
manency of its structure and the pro- 
tection of the roadbed from the weather. 
The result has been that cost of main- 
tenance and depreciation has been small 
and there is no reason to look for any 
increase in these items for many years 
to come. 


\ FTER many years of hard struggle 


Type of Traffic 


The traffic over the Hudson Tubes is 
entirely passenger, and, in addition to 
that originating in Jersey City, Hobo- 
ken and Newark, is derived from the 
New Jersey commutation service over 
the Pennsylvania, Erie and D. L. & W. 
railroads. In the past ten years it has 
doubled and there is every reason to 
believe that it will continue to increase 
as New Jersey commuters are on the 
increase due to the greater number of 
people that are attracted to New 
Jersey by the lower living costs pre- 
vailing. 
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By FREDERICK LEWIS 
Capitalization 


Prior to 1913, the bulk of the bonded 
indebtedness consisted of 44%2% bonds, 
on which the interest had been paid up 
to that time. In that year, however, it 
was seen that the railroad was not 
earning sufficient to continue this pay- 
ment and in order to avoid bankruptcy 
the holders of approximately 9844% ex- 
changed their bonds .for 50% in first 
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and refunding 5s and 50% in income 
bonds. 


The 
follows: 


New York and New Jersey 5s (un- 


present capitalization is as 


derlying), due Feb. 1, 1932.......... $5,000,000 
Hudson and Manhattan first and re- 
funding 5s, due Feb. 1, 1957........ 37,521,233 
Hudson & Manhattan adjustment 
and income 5s, due Feb. 1, 1957.... 33,102,000 
Hudson and Manhattan Ist 4%s 
(closed mortgage), due Feb. 1, 1957 944,000 
Total funded debt excluding car 
IE, Siitininic icc eteenereteeaetna nied $76,567,233 
5% non-cumulative preferred stock. . 5,242,000 
CE TED ccussoscoseuneuteceucce 39,944,000 
Total capitalization ............... $121,753,233 


Returns to Property 


By being relieved of part of its fixed 
charges the company was able to 
gradually strengthen its financial con- 
dition, as it did not pay anything on 
the income bonds until April, 1921. Up 
to date nearly $4,000,000 has been put 
back into the property from earnings 
and as a result the company is fairly 
comfortable financially and can ap- 
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parently afford to pay interest on the 
income bonds even if the balance re- 
maining is small. As of December 31, 
1920, working capital was about $1,- 
000,000 and this would appear to be 
more than sufficient for a road of this 
character. 

In considering the securities of 
Hudson & Manhattan, the point should 
be taken into consideration that this 
company is not at all in the same posi- 
tion as other rapid transit lines around 
New York. The property is an inter- 
state proposition and is_ therefore 
subject to the Interstate Commerce 
Commission. This means that the local 
political situation has nothing to do 
with the company’s chance of obtaining 
a fair rate of return on its investment. 
August 1, 1920, the Interstate Com- 
merce Commission permitted the com- 
pany to raise its rates to a ten cent 
fare for uptown New York and a six 
cent fare for downtown. In making 
this recommendation the I. C. C. al- 
lowed a total valuation of $60,000,000 
on the Hudson and Manhattan system 
of which $9,000,000 represented the 
terminal buildings. On this basis the 
income 5s would have an asset value of 
slightly over 50. 

The company obtains about one- 
third of its income from its real estate 
investments. This income has increased 
materially in the past two years be- 
cause of higher rents and as long time 
leases have been made there is no 
likelihood of any decrease here, at least 
for some years to come. 


Increases in Earnings 


The accompanying graph shows how 
passenger traffic has increased in the 
past seven years and the balance avail- 
able for the income bonds each year. 
For the year ended December 31, 1921 
(two months estimated) 5.6% was 
earned on the income bonds. The in- 
come bonds became cumulative as to 
interest Jan. 1, 1920. In the current 
year 5% was paid of which 2% covered 
the last six months of 1920, there is, 
therefore, 3% back interest due on 
these bonds. 


Conclusion 


At present prices of around 48 the 
income bonds should be regarded as a 
speculative security, as it can be seen 
that only a small falling off in earning 
power of Hudson & Manhattan would 
at once reduce the interest payments. 
As a speculation, however, they appear 

(Continued on page 361.) 











Trade Tendencies 





, Seasonal Lull More Accentuated 


Inventorying Season Affects Business But Greater Activity Is Shortly Expected 





STEEL 








Seasonal Lull in Evidence 


ONDITIONS in the steel industry 
C became very quiet toward the year- 
end. New demand has declined 

and even the rate of production was 
slightly affected. Otherwise, with the ex- 
ception of a cut in steel wire prices put 
into effect by the leading interest, the past 
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two weeks have been quite featureless. 

For the next two or three weeks, con- 
ditions will remain about the 
same as at present. New buying is not 
expected to materialize on a large scale 
until after the turn of the year. There are 
already signs of reviving interest in the 
market as indicated by the increasing vol- 
ume of inquiries. Consumers are cau- 
tiously beginning to feel their way again 
and with the end of the inventorying pe- 
riod at hand may be depended on to enter 
the market on a more or less generous 
scale. The railroads are expected to enter 
the market shortly and demand for steel 
rails is almost certain to experience con- 
siderable expansion. 

Tin plate production holds up fairly and 
these mills are more actively engaged than 
any others. Sheet production, especially 
in the Youngstown district, is almost negli- 
gible. Merchant bar is exceptionally quiet 
owing to the reluctance of the automotive 
and agricultural interests to enter the mar- 
ket under present conditions. 

Prices are not quite steady, speaking of 
the industry as a whole, and concessions 
are being made where large sized orders 
are involved. While there is a good deal 
of optimism among independent manufac- 
turers as to the volume of future business, 


for JANUARY 7, 1922 


probably 








SPOT PRICES OF LEADING 
COMMODITIES 


(See Footnote for Grades Used and Unit 
of Measure) 


-——1921. _--—_. 
High Low Last* 
Steel (1) ......... $43.50 $29.00 $29.00 
Pig Iron (2) ..... 30.00 18.00 19,00 
Copper (8) ....... 0.18% 0.11 0.14 
Petroleum (4) ... 6.10 2.25 4.00 
tt (i -cxccanene 3.00 1,80 2.00 
Cotton (6) ....... 0.21% 0.11 0.19 
Wheat (7) 2.04 1,08 1,10 
Corn (8) 0.70% 0.44 0.45 
Hogs (9) 0.11% 0.06% 0.07% 
Steers (10) ...... 0.11% 0.08% 0.08% 
Coffee (11) 0.09%, 0.053%, 0.09% 
Rubber (12) ...... 0.23 0.14 0.20 
Wool (13) ....... 0.48 0.43 0.44 
Tobacco (14) ... 0.25 0.15 0.18 
Sugar (15) ....... 0.06% 0.03% 0.08% 
See GED ccccccs 0.08% 0.05 0.05 
niaietiiaen 0.06% 0.03%, 0.03% 


Paper (17) 


*December 29, 


(1) Open Hearth billets, $ per ton; (2) 
Basic Valley. $ per ton; (3) Electrolytic, 
ce. per pound; (4) Pennsylvania, $ per bar- 
rel; (5) Pool No. 11, $ per ton; (6) Spot, 
New York, c. per pound; (7) No. 2 Red, 
Chicago, $ per bushel; (8) No. 3 Yellow, 
Chicago, $ per bushel; (9) Sight, Chicago, 
$ per bushel; (10) Top, Heavies, Chicago, 
ce. per Ib.; (11) Rio, No. 7, Spot, c. per 
Ib.; (12) First Latex crepe, c. per Ib.; 
(13) Ohio, Delaine, unwashed, c, per Ib.; 
(14) Medium Burleigh, Kentucky, — per 
Ib.; (15) Raw, Cubas 96°, Full Duty, c. per 
Ib.; (16) Refined, c. per Ib.; (17) News- 
print per carload roll, c. per Ib. 


THE TREND 


STEEL — Quieter conditions prevail 
owing to the seasonal slump in new 
buying. Railroads are expected to 
come into the market shortly and 
other interests will follow. Prices are 
still on the decline but this is near 
the end. The broad outlook for steel 
is favorable. 

METALS—Surplus steadily being re- 
duced. Prices slightly higher and 
a still higher level in prospect. Lead, 
tin and zinc have become dull. 

OlIL—Decline in demand for refined prod- 
ucts. Gasoline prices tending toward 
lower levels. Uncertain price situa- 
tion with regard to crude oil. 


SUGAR—New low prices. Old crop 
sugar under pressure. Immediate 
outlook not favorable. 

COAL—Markets are very stagnant. 
Production at low level. Foreign 
competition. Low prices. Mines 


shutting down again. Business ex- 
pected to pick up shortly. 


LEATHER—D'screpancy between hide | 


and leather prices. Hides very 
strong especially for better quality 
material. Leather trails behind owing 
to unfavorable statistical position. 
Shoe-manufacturing slightly on the 
increase. 
SUMMARY: Present conditions are not 
wholly satisfactory. There is a good 
deal of irregularity in business and in- 
dustry and a new air of hesitation has 
become manifest. However, this is prin- 
cipally due to the confusion caused by 
year-end settlements and does not give 
a good idea of the true trend which, 
broadly speaking, still continues upward. 











there is not so much certainty with regard 
to prices. In fact, it is almost generally 
agreed that the price level will work slow- 


ly, though moderately, toward lower 
levels. 
The pig iron market is very dull. Little 


in the way of new business is expected 
until after the turn of the year, with most 
consumers already in the position of hav- 
ing filled their early requirements. The 
statistical position continues strong, and 
while prices are weak at present any pro- 
nounced increase in actual business con- 
summated would result in a higher market. 

The railroads are expected to exert a 
supporting influence on the steel and iron 
markets in the near future. It is not be- 
lieved that the carriers can long delay 
placing their orders as there is considerable 
freight car repair work to be done, and, in 
addition, a large amount of work in con- 
nection with regard to roadway and struc- 
tures. A factor in the situation is the im- 
proved credit position of many carriers, 
and with new financing open to them, there 
will be secured funds with which to enter 
the market for supplies. 
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Recession in Buying Appears 


A new air of pessimism has gathered 
about the petroleum market mainly owing 
to the slump in demand for refined prod- 
ucts. Some observers close to the market 
believe that the declining demand for re- 
fined products will result in a lower price 
generally for crude oil. Refiners them- 
selves, however, do not wish to see a 

(Continued on page 362.) 


343 























—ty— ay 





Intimate Talks With 


Readers 











Taking the Broader View—Buying “At the Opening”—How to Test Investments 


for a good deal of discussion 

lately. Here is the “slowest” of 
all investment stocks that advanced in 
comparatively short order from about 
106 to nearly 120. The rise from 110 
to around the latter figure was accom- 
plished in a few days—quite an unusual 


\ MERICAN Telephone has come in 


performance for a stock like “Tele- 
phone.” 

It teaches that nothing is im- 
possible in Wall Street. Any stock can 
graduate from the slow to the fast 
class, and vice versa. Do you remem- 
ber when Vanadium and Replogle Steel 


seemed the whole market? Their un- 
interesting performances for months 
past show the reversal of form that is 
likely to occur in any stock. Who 
would have thought that staid old Tele- 
phone—when it sold down to 92—would 
come back, and then practically lead the 
market? 

The real lesson is: keep your mind 
open and do not mentally tabulate any 
stock as belonging to a fixed class, and 
then pigeon-hole it, on a license issued 
by yourself. The dead one can give 
the livest opportunities, on occasion. 

Having bought Telephone in the 90s 
perhaps, and more probably between 
par and 106, what do you propose doing 
with it? 

It reacted from about 119 to be- 
low 116 and at this writing looks as 
if it is going to be a medium of specu- 
lation as to prices, and an investment 
because of its record and 9% dividend. 
You could sell at a profit, rebuy on 
“a dip” (perhaps)—have a whole lot of 
fun (or the reverse), and spend quite 
a good deal of energy in dodging the 
fluctuations, so to speak. 

Experience of brokerage accounts 
shows that the majority often repur- 
chase many times, at higher prices, on 
a continuous upward movement. The 
waste of points in market acrobatics 
can be appallingly large when oper- 
ating to catch the minor swings. The 
plain “sticker” who refuses, mulishly 
enough perhaps, to sell out until a very 
good investment reason is shown gains 
the most. This is borne out by exam- 
ination of brokerage accounts during 
bull markets. American Telephone 
might not be acting in a bull market, 
but it is having a little bull market of 
its own, and who knows what it will 
do in the long run? 

Try and remember: there are no real 
“tops” in stocks, and the only safe 
rule is to treat an investment stock on 
an investment basis, and then “call it a 
day” when it gets to the point that 
there are no more rules you can safely 
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follow. This is not a difficult thing to 
understand if you will examine this 
table: 


Am. Tel. & Tel. at 100 yields 9% 
“ “ “ 105 “ 8.6% 
“ “ “ 110 “ 8.2% 


The table tells us that the stock is 
too cheap to sell below 110, and is in 
fact a good purchase at any price 
around there. Let us carry the table 
a little further: 

Am. Tel. & Tel. at 112 yields 8% 


“ “ “ 115 “ 7.8% 

“ “ “ 120 “ 7.5% 
How foolish we were not to buy 
sooner, now that the table makes it 


clear that it has been so cheap! 
Am. Tel. & Tel. at 125 yields 7.2% 


“ “ 130 “ 6.9% 
a . “140 “ 64% 

“ “ “ 150 “cs 6% 
We can stop right here. Telephone 


would be no bargain at 6% if gilt-edge 
bonds were even 5%. Between 130 and 
150 we would have to stop, look, and 
listen, while remembering what we have 
just said—there are no real “tops” in 
stocks. There are shorts, corners, stock 
dividends, rights, and a number of per- 
plexing things extraneous to the merits 
that confuses the price as well as the 
judgment. 

But—investment return out of an in- 
vestment stock is a safe thing to tie to. 

Answer to the above query—the 
writer sees no definite reason to sell 
American Telephone for a while. 


What Do You Think of the Market? 

Ever been asked the question? 

Did you get sore when your friend 
looked pityingly at you, told you you 
were all wrong, and wondered how 
you managed to stay alive with such— 
poor opinions? 

Nothing to get sore about. I haven't 
counted them but should say, as a 
rough guess, that quite 100,000 people 
have asked each other the same ques- 
tion and disagreed with each other 
every day. The tape shows it every 
second. Mex Pete sells for 120 and 
the next hour it’s 115. Clearly there’s 
a difference of opinion about Mex Pete 
because somebody bought at 120 and 
someone else sold at 115. 

Ask a dozen people at the same 
minute this same question: “What do 
you think of the market?” You may 
get twelve different answers, and the 
newspapers will probably record—‘“the 
market was a mixed affair.” Let the 
dozen people all say “Going sky-high!” 
and the papers will surely say—“record 


volume and strength characterized to- 
day’s market.” Let the people hesitate 
and the papers will say—“it was a trad- 
ing affair” which latter is the truth 
because the public being uncertain, the 
floor traders were trying to make their 
living out of each other by scalping 
fractions. 

When I venture an opinion and you 
disagree with me, I am not offended. 
You and I make this market—that is, 
you and I multiplied a thousandfold. 
If we both agreed, even in part, there 
would be no market, no fluctuations, 
no excitement and no profits. If you 
are bearish and myself bullish, I can 
buy U. S. Steel cheaply from you, and 
when you change your mind resell it 
to you. I welcome your different 
opinions and find in it my opportunity. 
My invariable answer to the person 
who disagrees with me is: “It is by 
disagreement as to this market that 
fluctuations and swings are created.” 
Each must think for himself, and the 
best will be wrong at times in failing to 
guess or forecast the weight of con- 
trary opinion of the majority. In the 
long run, the most logical thinker will 
win out. 


Place No Orders “At the Opening” 


The market opens at 10 a. m. every 
morning and “the opening” usually 
signifies the initial orders of the day, 
especially the accumulation that reaches 
the various specialists on the floor of 
the exchange before and around 10 
a.m. An active opening is often fol- 
lowed by a further flow of orders that 
come from traders and speculators on 
the spot, who take their cue from the 
prices established shortly after 10 a. m. 
The natural confusion of prices does 
not accurately reflect the market that 


is to follow the opening. The buyer 
at the opening usually pays more when 
sentiment is cheerful, and buyers 
numerous. Conversely, the seller 


usually gets a little less when every- 
body is trying to sell at once. It is 
nobody’s fault because each specialist 
is human, and in possession of a mass 
of buying orders collected from 
brokers “all over the floor,” he cannot 
be blamed for taking an optimistic view 
and charging high for his commodity— 
in other words, he is tempted to “open 
up” his stock. Similarly a bunch of 
selling orders at or before the opening 
is not lost sight of, either by the spe- 
cialist or the professional element de- 
sirous of profiting by the pessimism. 
Stocks only commence to find their 
natural level after the opening, when 
the excitement has subsided, and move- 
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ments become regulated on normal 
supply and demand. The buyer or 
seller has everything to gain in the 
long run by refusing to participate in 
this form of mob psychology. “Beat- 
ing the other fellow to it” is not a 
profitable occupation when applied to 
the machinery of Wall Street, which 
works best when it works deliberately. 

It is a good plan to figure thirty 
minutes or longer as necessary for the 
market to dispose of orders placed 
before or “at the opening.” In more 
active markets, the after effect of the 
opening has its influence for an hour 
or more. We suggest that you neither 
follow enthusiasm nor pessimism by 
rushing in to buy or sell, and that you 
help each other by so arranging your 
orders that your broker will execute 
them some time between 11 a. m. and 
1 p.m. The law of averages will work 
in your favor in the end, but we are 
quite sure that you have everything to 
gain by avoiding the crowd, so to 
speak. “Do your shopping early” is the 
advice by business interests every 
Christmas to avoid confusion. Since 
the average out-of-town invester buys 
or sells around the opening, we say “Do 
your shopping a little later.” 


A Dollar Profit 


Coming down town on the train one 
morning we noticed the facetious com- 
ment in a popular daily that “a dollar 
of actual profit taken is worth two on 
the tape.” This follows the philosophy 
that every little bit added to what you 
have makes just that much more—for 
the purpose of investing more, and re- 
peating the process. 

The way to profit by the advice is 
not to snatch every profit that appears 
on the horizon. Some people are 
scared by the profits they have, and 
cannot or will not “let their profits 
run.” It is a form of mental handicap 
that must be controlled, the same as 
the obstinacy that refuses to recognize 
or take losses. Small profits—big 
losses; that is how the record mostly 
runs. The eagerness to grab a profit, 
but to nurse a loss under various pre- 
texts and hopes, has caused «more 
casualties in Wall Street than almost 
any other form of imperfect trading 
and investment. 

If your profits are too large and you 
lose sleep over the fear of losing them, 
cut your risk down to the sleeping 
point. This is paraphrasing what the 
Editor said in THe Ticker some years 
ago. The answer is: protect profits by 
stop profit orders. The latter arevir- 
tually the same as stop orders, and 
are so called, but should be used in 
such case to protect prothis. By doing 
so you can be assured of “a dollar of 
actual profit” with further interesting 
possibilities as to the intangible “two 
dollars profit on the tape.” 


The Test of Investment Stocks 


Above, we pointed out a method of 
testing the vulnerability of an invest- 
ment issue like American Telephone in 
a rising market. There are one or two 
more stocks in the same plane, which 
have also had a rapid advance, partly 
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because of the general strength of the 
market, but primarily because of the 
adjustment of investment issues—or 
rather the return on them—to much 
easier money. These stocks are Union 
Pacific and Canadian Pacific. In round 
figures, at this writing, they are selling 
at 130 and 120 respectively, which in 
rather broad terms represents a 10 
point advance from average lows of 
recent months. Are they too high? 

We can test them along the lines in- 
dicated last week. 

Union Pacific pays $10 a share, and 
this dividend is certain for a long while 
ahead. At 130 it now yields 7.7%, 
which is an excellent return on that 
figure. Canadian Pacific at 120 yields 
8.3%. The tables show the varying 
yields at different prices: 

Union Pacific at 130 yields 7.7% 


7 136 “* TA% 

sg 140 “ 71% 

- 145 “ 6.9% 

Canadian Pacific at 120 yields 8.3% 
: 125 “ 8% 

. In “* I77% 


Even at 145 the Union Pacific yields a 
slight fraction below 7% which is still 
a very good return in the face of a 
bond market that threatens to go upon 
a 5% basis. There does not appear to 
be any danger from the investment 
viewpoint alone between 130 and 145. 

Only after the stock crosses 145 
would it be advisable to “watch, look 
and listen.” The table thereafter works 
out as follows: 

Union Pacific at 150 yields 6.7% 


7 a “ 65% 
x 10 “ 6.3% 
. 15 “ 6.1% 
‘i 170 “ 59% 
- 7 6° — USS 


Canadian Pacific gives the better 
yield, of course, but it does not follow 
that it is the better purchase. The 
margin of safety appears to favor Union 
at the present time. We suggest you 
keep these tables before you if you hold 
or intend to buy these stocks. 


A Good Thing Won't Stay Down 


In connection with a recent little 
sermon on patience, consider our per- 
sistent recommendation of Computing 
Tabulating Recording because: 

It continued to pay its $4 dividend 
through good and bad times. 

It did not fear foreign competition. 

Company was conservatively managed. 

The stock seemed too low. 

The stock sold a few days ago 
around 45, and hope those who “came 
back” at us are sorry they spoke too 
soon. We do not take the attitude “! 
told you so” because we realize that 
nothing is sure in Wall Street, and 
we look for tolerance in respect of 
errors of judgment that are: bound to 
occur, while feeling convinced that 
profits: will at all times far exceed 
losses. If we could not do this con- 
sistently, the public would not have 
tolerated THe MAGAZINE oF WALL STREET 
that was founded in 1907 as The Ticker, 
so long. 

The lesson we wish to drive home is: 
that if we are consistently “strong for” 


a stock in this service, it means that it 
deserves it. Note how we have favored 
in addition such stocks as American 
Telephone, Consolidated Gas and Phila- 
delphia Co., and how steadily but 
surely they have climbed. This takes 
time. 


British and Canadian Government Bonds 


Second only to Liberties and Vic- 
tories come the Government  obliga- 
tions of the United Kingdom, and the 
British Dependencies. When we speak of 
the latter we naturally think of our 
friend and neighbor Canada 

Until 1914, the United Kingdom was 
undoubtedly supreme among all the 
nations in commercial strength, and 
without making invidious comparisons 
with our own United States, it can be 
said without any qualification or reser 
vation that Great Britain is still in the 
gilt-edge class of creditor and leading 
nations. It has pulled through many a 
serious national crisis, and seems des- 
tined to preserve its knack of landing 
feet foremost on solid ground through 
any future emergency. Canada is al- 
most in a class by itself, and its re- 
sources have not been scratched. It 
has come through the war with as 
strong a balance sheet as ever, and the 
discount in its exchange on New York 
is a perfectly natural economic event 
that gives the American investor a fur- 
ther opportunity to benefit by post war 
conditions. 

Those in search of a gilt-edge Gov- 
ernment bond which will be the next 
thing to our own Liberties and Vic- 
tories, and which seems sure to climb 
steadily upward and to give a yield 
eventually that can only be fraction- 
ally larger than that prevailing in our 
own Government bonds, will find their 
opportunity in British and Canadian 
Government issues. 


Long Chances in Speculative Investments 


It might interest subscribers to know 
that an excellent speculative oppor- 
tunity is afforded by purchasing, with 
full knowledge of the risk involved, 
certain preferred issues whose dividends 
are greatly in arrears. In many cases 
the arrears of dividends are as great or 
greater than the present selling price of 
the stocks, but this does not mean that 
the corporation is compelled to liqui- 
date such arrears within any given time 
—if at all. A cumulative dividend in 
arrear creates a prior obligation before 
common stock dividends, as when, and 
if earned and declared. On the other 
hand, the ownership of such stock 
places the holders in a somewhat 
strategic position when a turn in the 
industry comes and earnings show up 
well. Almost invariably, the first move 
to. create a good impression for its 
stock and improve its corporate credit, 
is to pay or make provision for such 
arrears. American Can, Corn Prod- 
ucts, American Linseed and Marine pre- 
ferred are notable instances of the 
working out of this situation in the 
past. - High prices were reached by 
the common stocks of the three latter 
only after the bugaboo of “cumulative 
arrears” was out of the way. 

















We Recommend 


Republic of 
Chile 


25-Year 8% 
External Gold Bonds 
(Due 1946) 





One of the very 
few high - grade 
Government bonds 
still obtainable 
to yield nearly 
8% 
Listed on the New York 
Stock Exchange 





Complete description on 
request for Circular M.W 40 


Investment Bankers 


Equitable Bidg. 
New York 


Tel. Rector 6770 


Robert C. Mayer & Co 




















‘New v York Central 
Railroad 


Equipment 6% Gold Notes 


Dated Jan. 15, 1920 
Maturing 1921-35 


Secured on equipment about 35% 
paid for 


SECURITY—Issued under an Equip- 
ment Trust Agreement between the Di 
rector General of Railroads, the ew 
York Central Railroad Company and the 
Guaranty Trust Company, Trustee. Se- 
cured on Standard uipment consist- 
ing of 4,500 steel freight cars and 128 
locomotives. Title remains in the 
Trustee until the notes have been paid 
in full. 


EQUITY-—Including the installment due 
January 15, 1922, there will have been 
paid in cash on the equipment notes 
of the New York Central lines an 
amount equal to 35% of the cost of the 
equipment—a larger proportion § than 
that of other notes issued under the 
above agreement. 


We offer, subject to prior sale: 
Maturity of January 15, 1928, to yield 5.80% 

o itd “ 1929, oe o 5.80% 
“ “ “ 1930, * * 580% 


1931, “ “ 5.80% 
ty “oe o 1934, “oe “o 5.80% 


Dominick & Dominick 


Members N. Y. 
115 B’way Phone Rector, 2020 


The above information and _ statistics 
are not guaranteed, but are believed 
to be accurate 


“ “ “ 
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Pre-War 

Period 

eo 

RAILS: High 

Atchison ...ccssccsececcees 125% ne 

Be, BOB. ceeces 106 96 
Atlantio Coast Lin 148% 102% 
Baltimore & Ohie . 122 90% 
De. PLE. ..00- 96 17% 

Canadian Pacific 283 165 
Chesapeake & Ohio 92 61% 

Chicago Great Wes 86% 1 

B.! ccccce 4% 288 
Cc. M. & St. Paul wn 96% 

OB, cocces 


De. O09 PLE. cccccccccce ee 
Cleveland ©, C. & St. L.... 982% S 
Delaware & Hudson ........ 200 147 
Delaware Lack. & W........ 340 192% 
ED ecntewensboeeesoesceses 61% 388% 

De. B66 PH. cccccecccee 49% 26% 

Do. 2nd Pd, .........++ 389% % 








9900006ese08 62% 
erie 50% 
Be. BH, cccccccccccccce 75% 66 
Lehigh Vaile cccccceccocee 121% @ 
Louisville & Nashville ...... 176 121 
Louis 65 


Do. Pid. ...+ee++ 
Mo. Pacifio eee 

Do. Pfd. 
N. Y¥. Central” ° 





N. Y¥. Chicago & Bt. Louis... 108% 980 
N. ¥. N. H. & Hartford.... 174% 65 
N.Y. Ont. & W....sceeese 55% #4286 
Norfolk & Western ........ 119% 
Northern Pacifico .........++ 
Pennsylvania 


st. Louis-San Francisco ° 


St. Louis Southwestern...... 40% 18% 
De. PLE. ..ccccccccccees 68% «6 47% 
Southern Pac ecccocece 139% 83 
Southern Ry. .......+eeeeees 84 18 
De. PLE, ..cccccccccccce se% O48 
Texas Paciflo ......++s++0. «0% 10% 
Union Paciflo .....+s0--e0++ 219 187% 
Do. PLA. wocsccccccceces 118% 789% 
Wabash ...cccccccccccccccs 27% +j.8 
Be. BFE. B cccccccccccce 61% 6% 
Do. Pfd, B ee es 
Western Maryland °66 40 
a, Pacifico . ee ee 
Be. BHR. cccce © es es 
Wheeling & Lake Erie ..... "12% 2% 
INDUSTRIALS 
Allied Chem. ..... eceece oe oe ee 
Oe Bele coceccecccesoce es es 
Allis Chalmers ...........+ 10 ™% 
Bee FSB, ccccccccccsecce 43 40 
Am, Agr. Chem, ......+++.. 63% 388% 
Bs Bele ovcccccetesesce 105 80 
Am, Beet Sugar ........... 77 19% 
Am. Boesch Mag... .cccccece ee ee 
Bam. Gams cccccocececcecece 47% 6% 
b Be acececcecsccece 129% 6 
Am, Car & Fdy.......+.+0+ 76% 86% 
a Mh snsecesansee ++. 184% 107% 
an. Ge Miicscscenses +» 79% 88% 
al. shecorsscennned 107% = 81 
on. ” Drug Bicee - saccceces ee 
Am, Hice & L.....seeeeees 10 8 
Dee BEM. ccccccccccccccce 51% 15% 
Bem, BOD ccccccccccccccccccs oe ee 
Am, International ......... es es 
Am, Linseed .....cccecceee 20 6% 
Bam, EGG ccccccccccccccce 74% «2419 
Be. GOR cocccoccececeese 122 75 
Am. Safety Razor ......... ee ee 
Am. Ship & Com........... os ee 
Am. Smelt. & Ref......... 105% 66% 
eb. Wh . deapavonecsoone 116% 98% 
Am. Steel Fdys............ 4% 4% 
Do. Te  cceccevcoeseccs ee - 
Am. Sugar ......ssececeees 186% 99% 
a We eusesecenececse 183% 110 
Am. Sumatra Tob.......... ee ee 
Pk UM caeseccedcsoucscs ee ee 
Am, Tel. & Tel............ 158% 101 
Am. Tobacco ......ss-eeee- *530 
TD sececetsoseceesese oe 
MLNS cc cetectsecusas 40% # 16 
Beeb.  ceccccceccccese 107% «= 74 
BORGO occ cccocecoccecees 54% «227% 
At. Gulf & W. I......4+... 13 6 
% Pew 82 10 
UNE TROD, .cccessscacns 60% 86% 
Ble. coccocccecsctes 107% 100% 
OE Te... oa ceasabe *51% 18% 
De. 79 PPE. .....0..000 80 “7 
Be, BH Be. cccpccccces ee 
Oalif. Packing ............ ae 
Gs BE eco vecccccccce my 16 





period 
— 
Low 
4 75 
108% 75 
126 78% 
96 38% 
80 48% 
220% 126 
71 85% 
17% 6 
4™% 17% 
107% 
43 


108% 


Post-War 
Period 
1919-20 
bh * 
104 76 
69 7” 
107 82 
55% 87% 
59% 38% 
170% 100% 
70% 47 
14% 6% 
33 15% 
52 21 


56% 


% 
48% 
15% 


-—1921—_, 
igh Low 
94 76% 
88 75% 
91 7 
42% 30% 
56% 47 

123% 101 

654% 46 
9% 6% 

20% #14 
31 17% 


107% 
74 
50% 
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Active Stocks’ Price Range 


Pre-War 
Period 


1909-18 


na 
4 





Petro. 


Ef 


tre 
H 





‘é 
114% 
™% 

61 
6% 





*0ld stock. 
for JANUARY 7, 1922 


War 
Period 
cS 
1914-18 
High Low 
8 29% 
lity pie 
65 28 
109% «86 
”% ius 
™ 31% 
uy 14% 

*106 
160% 118% 
60% 7 
118% 58% 
100% 18% 
7% 24% 
°38 
25% 
39% #8 14% 
187% 118 
850 *74% 
9% ‘2% 
60% 419% 
116% 73% 
% 23% 
4% %87% 
sé 10 
1% 8% 
™% 14% 
50% » 
15% 8 
7 6% 
Tb% e% 
6% 86% 
101 7 
“4% 2 
4% «i211 
107 86% 
129% 46% 
2% 16% 
88% 89% 
™% 4 
% 10% 
186 55% 
8% 
*81 *38% 
70% 85 
4% 21% 
CT) bo 
109 oe 

= 
-—% 87% 
8% 17% 
100% 6 

51 
148% 31% 
78% 19 
106% 75 
15 
96 18 
112% #472 
77 31 
86 66 
67% 25% 
88% 19% 
°355 
45% #1 
13s 20 
119% #170 
96 30% 
21 11 
243 112 
82% 25 
178 105 
64% 5% 
171%) «O15 
% 44 
115% 91 
1% #£«20 
136% 38 
123 102 
130 48% 
% 16 
14% «80 
105% 53% 
74% «+382 
60 30 
*50 4869825 15 
ay «4 
151 81% 


TBid price given where no sales made. 


Post-War 
Pertod 
1919-20 

High 
at 8 
6% 
1 so 
Pitan y°4 
coe ak 

50% 186% 

2% «618 

oF 89% 

16% o 

80 61 

106% Ti 
16% =«# 
108% 87 
278% 88% 
58% «16% 
9606 21% 
65 1 
“% wy 
160 Y% 
176 ‘ee 

42 12 

95 “ay 

44% «88K 

94 68 

83% «687 

109% 70 
62% 84% 
72 «# 

116% 65% 

2% «&% 

6% 288 

7% «810% 

128% «4 

33% 11% 

91% 80% 

47% 19 

™ 4 
1640 85% 
110% 7% 

43 14% 

126% 18% 

wy 

sm 68 

a8 %% 

264 148 

32% 14% 

71% 10% 

62% 88% 

4% 68% 

21% 8 

145% 66 
7e% «86616% 

°67 «7 
41% 8 

140% 

111% 4«64% 

43 80 

“4% 226% 

Bo - 

11 69 

™m% 46 

118% «(88 

106 soy 

120 40 

61% 29% 
107% 68% 
11g 88% 

27% 10 

93% 80 
145 55% 
106% «= 84 

74% 16% 
123% 49% 

90% 88% 

64% 2 

89 43 
212 142 
118% 100, 
118% 22% 
151 87% 
104% 76 

Ld 82 

17% ey, 

57% «40 

195 22 

115 46 
62% 5% 

224% 157 

119% 4% 
91% 15 

167 BB% 

148% #842453 

119% 95% 
78% 29% 

115% 76% 

117% 104% 

87™% 44% 

97 28y 

92% 24% 

115% 88% 

82% 80% 

59% 4 

86 30% 

40% 8 5% 

104% 84% 

186% 100 


-— 1921 —~ 
h Low 
88 684 
43% 22% 
57% 
36% 23 
8&6 38% 
16% 9 
29% 19% 
43% 19 
67% «= B22 
122% ## 2% 
61 13% 
95 77% 
99% 59 
112 96 
107e 49 
26 5% 
33% 10% 
19% 8% 
20% 94 
78% 389% 
143% 109% 
1464 9% 
74% «#8062 
73% 60 
85 69 
4% 26% 
86 62% 
35% 25% 
82 50', 
86 40% 
16% 10% 
42%, 29% 
17% 7% 
67% 386 
17 11% 
73% 388% 
26 5% 
4% 22 
54% 32% 
94 70% 
27% 16 
17% 8% 
58% 382 
21% 10 
12% 7™% 
167% 84% 
28 15% 
16% 10 
33% 22 
87 673% 
15% 9 
89 47% 
89 20% 
46 82% 
414, 31% 
50% 27% 
79% 38% 
71% 34% 
35% 26% 
34% «16 
ao. 
9% 
88 21 
66 52 
96 48 
104 80 
51% 24% 
40% 21% 
94% 67 
107 98 
16 11 
39% 18 
73% 41% 
96% 75% 
24% 5 
69% 40% 
49 30% 
28% 16% 
65 821, 
192% 124%, 
114% 1051 
46a 
98% 43% 
103% 83 
48 26 
11 6% 
48 29 
86% 15% 
72 45 
13 6 
207 95% 
62% 46% 
27%, 8% 
74% 35% 
79% 40% 
103% 74 
39% 26 
86% 70% 
115 105 
€6% 41% 
41 25% 
42% 20% 
102%, 57% 
94 76 
52% 88% 
44 2914 
10% 4% 
47 27% 
136%, 105 


Last 
Sale 
Deo. 29 


135% 


Div'd 
$ per 
Share 
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Investment 
by Mail 


OUR fully equipped 
Correspondence De- 
partment assures trans- 
action of business by 
mail with equal facility 
and care to that done in 
person. 


Our services include: 
1. Complete invest- 
ment information 
and quotations on 
all marketable se- 
curities. 
A bi-weekly finan- 
cial letter which in- 
cludes specific 
recommendations— 
free upon request. 
3. Accurate and 
speedy execution 
of orders by mail. 


Nm 


Ask for our Booklet “MW” 
“How to open an account” 


Mc DONNELL& (oO 


120 BROADWAY 
NEW YORK 


Members New York Stock Exchange 





























FELLOWES 
DAVIS & CO. 


Established 1886 


1 
| 
welt 


Exchange 


STOCKS AND 
BONDS 
for Investment 


62 BROADWAY 
NEW YORK 
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PARTIAL 
PAYMENTS 


HERE there is a definite 

W obligation to pay a cer- 
tain sum at a specified 

time, the consistent accumulation 


of funds is very much facilitated. 





























Our convenient arrangement to 
permit investors to purchase high- 
grade bonds and stocks as they 
Save, possesses this strong incen- 
tive as well as other valuable 
features. 


We should like to send a copy of 
our descriptive booklet to every 
serious minded man and woman 
who appreciates the desirability 
of providing today for the future. 


Ask for booklet M. 251 
Marginal Accounts Invited 








John Muir & (Co. 


Members New York Stock Exchange 


61 Broadway New York 






























































How To Invest 
For An Income 


Every intelligent individual 
who is engaged in the essen- 
tial task of creating a sink- 
ing fund for his family and 
himself, is confronted with 
the problem of placing his 
capital in a safe place and 
deriving an income there- 
‘from. 

If he lives out of town, there 
is no reason why he cannot 
satisfactorily invest his funds, 
with the helpful co-operation 
of our Mail Service Depart- 
ment. 


We shall be glad to mail 
« copy of our booklet 


‘Investing by Mail’’ 


to those interested on request. 


GRAHAM & MILLER 


Members New York Stock Exchange 
66 Broadway New York 
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ANSWERS TO INQUIRIES 


(Continued from page 331) 








figures available can hardly reflect the true 
situation. For example, the balance sheet 
as of December 31, 1920, the last one pub- 
lished by the company, shows a working 
capital $18,500,000, as compared with 
the capitalization of $6,250,000 in bonds, 
$9,883,000 preferred stock and $12,902,000 
in common. According to this balance 
sheet there would be a good deal of equity 
behind the preferred stock and some be- 
hind the common also, in working capital 
alone. As of December 31, 1920, however, 
inventories are stated as $23,236,574, and 
the undertermined question is what these 
inventories really can be liquidated for. 

In September it was unofficially stated 
that the company had $13,600,000 notes 
outstanding and that merchandise creditors 
had decided to aid the company, following 
action of the banks in extending payment 
on loans until April, 1922. Under these 
circumstances, it would appear on the face 
of it that the company had a good chance 
of avoiding receivership, as it generally 
sells a lot of goods around this time of the 
year. On the other hand, its stocks and 
bonds have been acting very poorly and 
rumors of receivership continue to persist. 

Under these circumstances, we have 
taken the attitude that it would be unwise 
for anyone who purchased this stock very 
much higher up to let go now, as appar- 
ently there is a fair chance of the com- 
pany coming through, but in view of the 
uncertainty existing, we have advised 
against purchasing any more at present 
levels. We could write a good many pages 
giving the statistics in regard to this com- 
pany as to past performances, etc., but 
under the circumstances, we do not regard 
them as of much value. 

For the six months ended June 30, 1921, 
the company reported a deficit of $2,294,- 
243, but this statement is rather incom- 
plete, as it does not indicate how much, if 
anything, was written off for inventory 
depreciation. 


BEAVER BOARD CO. 
Fair Chance of Coming Back 


Would be pleased to have some informatio 
in regard to Beaver Board Co. I hold afts 
shares of common at higher prices. —Y. S. 
Ankona, Florida. 

Beaver Board Co. was caught with large 
inventory when the decline in prices took 
place and as a result had to write off 
losses for inventories. The balance sheet 
as of December 31, 1920, showed a float- 
ing debt of $5,970,000, as against notes and 
accounts receivable and cash of $3,800,000 
and inventories of $5,535,321. In April, 
1921, Geo. W. Goethals & Co. assumed 
charge of the company’s finances and af- 
fairs. In July it was stated that there has 
been an improvement in the company’s 
financial condition and that the floating 
debt had been cut down. This company 
is the largest manufacturer of wall board 
in the world. 

In the past the company has shown a 
fair earning power, and while the securi- 
ties of this company must be regarded as 
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decidedly speculative it would appear that 
they have a fair chance of coming back 
ultimately. 


NATIONAL BISCUIT—LOOSE WILES 


Which Is Stronger? 


Why is there is a difference in price between 
National Biscuit preferred and Loose Wiles 1st 
preferred? Is it because the former has been 
enaer before the publicf—H. M. H., Boston, 

ass. 


The reason National Biscuit preferred 
is selling higher than Loose Wiles Biscuit 
preferred is because, as you say, the for- 
mer is a more seasoned security and, in 
addition, the company is in much stronger 
financial condition. When you consider 
the fact that National Biscuit common is 
selling way over par and has paid divi- 
dends for years without a break, while 
Loose Wiles common is paying nothing, 
you can readily see that the preferred 
stock of National Biscuit is entitled to 
a much higher rating. However, we re- 
gard Loose Wiles Ist preferred stock as 
a rather attractive investment at present 
levels as this company has a good business 
and very modern factories. 





J. I. CASE 


Prospects of First Preferred 


Would you advise taking a big loss on some 
J. I. Case 1st preferred ry purchased at 95. 
Has it any prospects?—T. S. , Janesville, Wis. 


J. I. Case Plow Works like all the 
harvest machinery manufacturers, has had 
to take large losses in inventory and busi- 
ness has been very poor. There would 
appear, however, to be a fair amount of 
value behind the first preferred stock, as 
the company has no funded debt. This 
issue totals $3,500,000, and the last balance 
sheet as of June 30, 1920, showed a work- 
ing capital of somewhat over $3,000,000. 
Of course, the loss this company has sus- 
tained since has probably reduced it some- 
what. While the stock must be regarded 
as speculative we should say that it has a 
fair chance and would not advise selling 
at the present time. 





U. S. CAST IRON PIPE 
A Long Pull Security 


I hold some United States Cast Iron Pipe pre- 
ferred and I feel doubtful about the company’s 
ability to maintain the present dividend. ould 
we advise a switch?—J. W., 
Mass. 


United States Cast Iron Pipe Co. for 
the year ended December 31, 1920, earned 
7.09% on the preferred stock. In 1919 
there was a deficit of $503,703 before pay- 
ing preferred dividends. In 1918, 9.27% 
was earned on the preferred, and in 1917, 
11.18% was earned. Business fell off 
heavily last year and during the summer 
months the company was not operating at 
much more than one-third of capacity. 
Recently there has, however, been some 
improvement. This company is in fairly 
comfortable financial condition, with a 
working capital of around $4,000,000. The 
preferred stock is decidedly speculative, 
but appears to have possibilities as a long 
pull proposition. 

Would favor a switch into Westing- 


Nantucket, 











od 





house Electric, selling at about the same 
price and paying $4 per share per annum, 
as we believe there is much less risk in- 
volved in holding the latter stock and it 
also has good possibilities of advancing. 


ATLANTIC FRUIT CO. 


Its Status 


As @ holder of bonds and common stock in 
the Atlantic Fruit Co., what would you advise my 
doing ?’—G. C. C., Chicago, Ill. 


You are doubtless aware that the in- 
terest that matured December 1 on At- 
lantic Fruit 7% bonds was not paid and 
that a committee headed by the vice-presi- 
dent of the Columbia Trust Co. of New 
York has been appointed to protect the in- 
terest of bondholders. In your place we 
would send in the bond to the committee. 

In view of this report little or no value 
is now attached to the common stock, 
which may possibly be wiped out in a re- 
organization. As this stock is only sell- 
ing at 2% at the present time, unless you 
are prepared to risk a further $225, we 
would suggest its sale. Under present 
conditions the company may come back, 
but we believe that the bondholders will 
eventually foreclose and the equity for 
common stockholders be wiped out. 





ALLIS-CHALMERS 
Business Picking Up 

Do you consider Allis-Chalmers preferred a 
good investment to hold at present prices?’ What 
do you consider the outlook for this stock. and 
what is the business that they conduct?—W. C. 
C., Waterbury, Vt 

Allis-Chalmers’ business is the manu- 
facture of air-brakes, compressors, steam, 
gas and oil engines, light and heavy ma- 
chinery, mining machinery, tractors, elec- 
trical apparatus, etc. Its bookings for 
1920 were $32,696,567. The earnings for 
the preferred stock were about $22 a 
share in 1919 and 1920, and an average of 
$25 a share for 1917 and 1918. We con- 
sider the preferred stock very attractive. 

The working capital of the company 
alone is considerably in excess of the pre- 
ferred stock issue. Business of the com- 
pany has recently showed signs of picking 
up. 


LOOSE WILES BISCUIT 
The Company’s Position 


Tell me what you can of Loose Wiles Biscuit 
common and preferred. Is the company in good 
shape?—R. A. W., Marengo, Ia. 


Loose Wiles Biscuit Co. for 1920 earned 
4.2% on the common, in 1919, 19.9% and 
in 1918, 6.1%. There is still 33%4% ac- 
cumulated dividends due on the second 
preferred stock of which there is $2,000,- 
000 outstanding. The company is in good 
financial condition, with a working capital 
of $5,800,000. This company has a good 
business and modern factories and its 
management is considered aggressive. In 
view of the fact that the second preferred 
issue is small it would not take a great 
deal of money to clear up the back divi- 
dend, and the common stock appears to 
us to have good speculative possibilities. 
The 7% preferred stock, in view of the 
fact that the company has no bonded debt, 
is in a very strong position. The working 
capital of the company alone being in ex- 
cess of the first preferred issue. 

(Continued on page 361.) 
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State of Sao Paulo 
United States of Brazil 


15 Year, 8% Sinking Fund Gold Bonds. 
External Loan 1921 


Holland Issue 18,000,000 Guilders 
Interest January and July Ist 
Final Maturity 1936 


Coupons of the Holland issue are payable in Dutch 
Guilders, which may be cashed at any office of Paine, 
Webber & Company. 

In March, 1921, the State of Sao Paulo, known as 
the Empire State, simultaneously issued in New 
York $10,000,000, in London £2,000,000 and in Am- 
sterdam Guilders 18,000,000 Bonds, a direct obligation 
of the State, and additionally secured Py a first 
charge on the surtax of 5 Francs per bag on the 
entire coffee exports of the State, except a deduction 
of £285,000 annually until 1924, after which date the 
ae surtax is to be available for the service of this 

oan. 

A Sinking Fund provides that bonds will be pur- 
chased in the open market at or below 105 until 
November 15, 1925. On each November 15th, there- 
after, at least one-tenth of the balance of the loan 
outstanding is to be drawn for payment at 105, to be 
paid on the following January Ist. All bonds not 
drawn or purchased prior to January, 1936, are to be 
paid at 105 on that date. 

An interesting comparison between the Dollar and 
the Guilder Bonds of this issue will be sent on appli- 
cation. 


Paine, Webber & Company 


Established 1880 


Bond Department 


NEW YORK 
25 Broad St. 


WORCESTER 

SPRINGFIELD 
PROVIDENCE 
DETROIT 


BOSTON CHICAGO 


209 La Salle St. 
MINNEAPOLIS 
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A complete analysis of 


CONTINENTAL MOTORS PAIGE-DETROIT 
FORD OF CANADA 


Will be sent on request. Tc eacanied’ stacks are all actively traded is 


COLUMBIA MOTORS 


on the Detroit Stock Exchange and represent the best 
companies in the automotive industry today 


LEE, GUSTIN @ CoO. 


Member: Detroit Stock Exchange 
DIME BANK BUILDING DETROIT 


REO MOTOR CARS 
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NEW 
PUBLICATIONS 


DIGEST 


of the 


Revenue Act 


of 1921 


A carefully prepared 


analysis 
sions of 


useful tables 


of the provi- 
the Law—with 
for com- 


puting taxes. 


Free on request. 


M. K. & T. 


Railway 


A booklet containing a 
study of the Missouri, 


Kansas 


& Texas Rail- 


way and the plan of re- 
organization — includ- 
ing traffic and revenue 


statistics 


and charts— 


will be furnished on re- 


quest. 


The National City 


Company 


Main Office: 


National City Bank Bldg. 


Uptown Office: 42d St. & Madison Av. 


Offices in over Fifty Cities 
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Current Bond Offerings 


ESPITE a somewhat reactionary 
tendency in the bond market, 


interest in new bond offerings 
has not waned. The large unsatisfied 
investment demand still exists and all 


new Offerings of merit are taken with 
enthusiasm. An interesting feature is 
that the demand is not confined to any 
one section of the country but is nation- 
wide, even country districts and other 
sections more particularly depressed by 
the effect of conditions past and present 
are subscribing to new bond issues on 
a very large scale. There is no question 
that the past few months have been 
the most active in the history of bond 
houses in this country. 

The most important new issues were 
the $30,000,000 issue of American Sugar 
6s to yield 6.15%, the Canadian Pacific 
$25,000,000 issue of 4s to yield 5.13%, 
the Louisville & Nashville $12,573,000 
5Y%s to yield 5.45% and the Kingdom 
of Denmark $30,000,000 6s to yield 
64%. It is worth commenting that it 
was the first time in its history that 
Canadian Pacific came to New York 
for funds, indicating the new import- 
ance of this center as a world money 
factor. Also the lower coupon rate on 
the Denmark 6s instead of an 8% rate 
which would have been demanded a 
year or two ago indicates a higher 
credit rating for certain foreign Govern- 
ments, and is also the effect of the 
lower money rates over here. 

The offered yields on municipal bonds 
indicate a rather wide swing, some mu- 


nicipals offering as high as 6% while 
others offer as little as 4.15%. The gen- 


eral average is between 4% and 5% 
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which is the rate for the stronger mu- 
nicipalities. 

Industrial securities are still offered 
at relatively high rates, averaging about 
74%4%. However, while this figure is 
still high as compared with pre-war 
days, it nevertheless registers a decline 
from the 8% rate demanded a year ago, 
so that even industrial securities have 
felt the effect of the lower money rates. 

In the immediate future, the prospects 
are for financing on a fairly large scale. 











NEW BOND OFFERINGS. 

Offered 

Amount Yield % 

Wheeling, W. Va. ... $1,000,000 4.50 
Richmond, Va. . 1,500,000 4.50 
Hood rubber ........ 6,000,000 7.25 
Holeproof hosiery .... 1,500,000 7.20 
Ajax rubber ..... 3,000,000 8.00 
American sugar ..... 30,000,000 6,15 
Canadian Pacific .... 25,000,000 5.13 
Louisville & Nashville 12,753,000 5.45 
Columbus Railway ... 5,000,000 6.60 
Kingdom of Denmark. 30,000,000 6.50 

















\ number of important industrial com- 
panies are in the market for funds with 
which to retire their floating indebted- 
ness. With surrounding conditions in 
the money market more favorable than 
for a long period, it would seem to be 
the logical thing for corporations to do 
to consolidate their bank loans and 
other floating indebtedness through a 
bond issue at the relatively low rates 
now obtainable. It is unlikely that 
there will be any intermission in the 
present activity in new bonds and the 
immediate future looks as if it will 
provide many opportunities to investors. 











































THE TREND OF BOND PRICES 
(Continued from page 317.) 











where in the group were of about the 
same proportions, and no particular 
issue was singled out for attack. 


Future of Prices 


In view of the tremendous advance 


the Bond Market had toward the close 
of 1921, the slight aa i: ae ‘a “ | Why They Offer 
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ESTABLISHED 1882 - 


Straus Building, New York 
FORTY YEARS WITHOUT LOSS TO ANY INVESTOR 


6%2% with Straus Safety 


A NEW issue of 6%2% first mortgage serial real estate bonds, safeguarded 
under the Straus Plan and conforming to all the Straus standards of safety, 
affords an"exceptional opportunity to investors. 


The property securing the bonds is located on one of the best 
uptown corners of Broadway, New York City. 


The interest yield, 642%, is ia excess of the ruling rate on the 
highest grade of New York City realty mortgages, such as this. 


Denominations, $1000, $500 and $100. 


We invite inquiries and suggest prompt action, as these bonds are being 
rapidly disposed of. Call and discuss this issue with one of our officers, or 


BOOKLET D-750 


S.W. STRAUS & CO. 


INCORPORATED 


OFFICES IN FIFTEEN PRINCIPAL CITIES 


Straus Building, Chicago 








opyright 1922, by S. W. Straus & Co. 


UNLISTED UTILITY BONDS 
West Penn Traction’s Outlook 
By James E. Halsted 


HE company’s preferred stock has 
T certain investment qualities and may 
also be considered to have some 
speculative possibilities, as it is now pay- 
ing, in addition to its regular 114% quar- 
terly dividend, a 1%% quarterly back 
dividend, or a total of 24%, or at the 
annual rate of 11%. This stock is now 
quoted at 73@75. 

Some 57% of the 6% preferred stock 
of the company is pledged under the 
American Water Works & Electric Co. 
5% bonds of 1934, which bonds are now 
selling at 71@73, as compared with a price 
of 62 at the time the writer brought the 
bond to the attention of readers of Tue 
‘Macazine or Watt Street (October 29 
issue). 

The West Penn Traction & Water 
Power Co. is a holding company, but it is 
in turn controlled by the American Water 
Works & Electric Co., and this latter com- 
pany in 1920 secured about 22% of its 
income from the West Penn Traction & 
Water Power Co. or its subsidiaries. The 
preferred stock may be considered as be- 
ing in somewhat the same position as that 
of the American Water Works & Electric 
Co, collateral trust 5% bonds of 1934. 

The West Penn Traction & Water 
Power Co. owns the entire outstanding 
common stock and $458,200 preferred 
stock of the West Penn Railways Co 
The physical property owned by the West 
Penn Railways Co. and subsidiaries, ex- 
clusive of the West Penn Power Co., in- 
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cludes 339 miles of track equipment, 77 
miles of 22,000 volt transmission lines 


serving McKeesport, Connellsville, Pa.; 
Wheeling, W. Va., and surrounding terri- 
tory. 

Its other subsidiary, the West Penn 
Power Co., has nine electric generating 
stations with an aggregate installed capac- 
ity of 75,430 kw., 123 substations and dis- 
tribution lines serving the same territory. 

The company has had earnings as fol- 
lows (000 omitted) : 


1918 1919 1920 1921 
Op. Rev. .... $9,352 $10,634 $11,761 $14,631 
Net. Inc. ... 825 1,187 1,116 1,447 
Reserve for 
Bal. for Divs. 425 787 716 1047 
11% om Pfd... 808 808 808, 808 
6% om Com... 483 483 483 483 


The amount deducted for depreciation 
($400,000) is the figure used for the pe- 
riod ended June 30, 1920, while that for 
the year ended June 30, 1921, was only 
$300,000. 

Furthermore, the company reports show 
these deductions in the surplus account 
and not as deductions before dividends. 
However, this does not seem to be a con- 
servative method of accounting and it is 
advisable to deduct depreciation and re- 
serves before arriving at the amount avail- 
able for dividends. 

While the early periods show that the 
11% dividend was not earned, there has 
been a steady increase in the net available 
for dividends, and for the year ended June 
30, 1921, the earnings amounted to 13% 
on the stock. It is believed that the com- 
pany is doing even better at the present 
time because of reduced operating ex- 





penses. The 6% dividend appears to be 
quite safe, and insofar as the company is 
reported to be in a good cash position and 
earnings are improving, it is most likely 
that the back dividends of approximately 
13% will be continued to be paid by 114% 
quarterly dividends. The directors have 
recently declared the regular 114% and 
the extra 14% dividends on the preferred 
stock, payable February 15 to stockholders 
of record January 16. 

At the price of 75, this preferred stock 
gives an income of 14%% based on $11 
dividends and 8% based on the $6 divi- 
dends. 





UTAH’S OUTLOOK GOOD 
(Continued from page 339.) 











September 1, 1921, Utah shares were scll- 
ing around 45. During the first ten days 
of September they advanced rapidly to 51, 
which should have been a signal that it 
was time to buy them on any following 
reaction. Two favorable opportunities oc- 
curred within the next thirty days, the first 
about September 20, and the next and last 
about the middle of October. Since that 
time the shares climbed steadily upward 
until they touched the recent high point of 
66% immediately preceding the last divi- 
dend. Then followed a sharp reaction to 
61, from which level the shares have ral- 
lied to around 64. 

The stock is still a purchase on any re- 
action, for actual resumption of profitable 
operations, together with increasing de- 
mand for copper, are influences yet to be 
discounted. 
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BONDS 


Belgium 
Brazil 
China 
Denmark 
France 

Gt. Britain 


F you are inter- 
ested in the 
Government and 
Municipal bonds 
of any of these 
countries, we shall 
be glad to send 


Holland you _ information 
Italy covering descrip- 


tion of security, 
interest and ma- 
turity dates, de- 
nominations and 


Japan 
Norway 
Sweden 
Switz. 


So. Amer. 


Ask for Circular M-W.401 
HUTH & CO. 


30 Pine St., 


Telephone John 6214 


redemption val- 
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New York 





One of the “Big 3” 


in Electricity 








There are just three organizations 
in the world producing electrical 
equipment on a big scale. 

One of them is the English Electric 
Company, Limited, of Great Britain, 
whose products are internationally 
famous. 

These products are now manufac- 
tured in Canada by 


English Electric Co. 


of Canada, Limited 


associated with the British Company 
and controlling the old and success- 
ful Canadian Crocker-Wheeler Com- 
pany of Canada, Limited. 

Exclusive manufacturing rights for 
English Electric products in the 
Canadian field, with its enormous 
electrical potentialities, coupled with 
wide export privileges, gives this 
company a commanding position. 
The 8% Cumulative Preferred Stock, 
with 40% bonus of Common, presents 
an attractive opportunity to United 
States investors, especially since 
$100 in American funds will purchase 
$106 worth of this stock at the pres- 
ent time. 


Write us today for full particulars. 


Graham. Sanson é (a 


INVESTMENT BANKERS 


TORONTO, CANADA 























FOREIGN TRADE AND SECURITIES 


(Continued from page 308.) 








cripple the Southern Pacific Railroad. 


Southern Pacific Guarantee 


The Southern Pacific Company not 
only guarantees the principal and inter- 
est of these bonds, but has invested a 
large patt of its own capital back of 
them. The Southern Pacific owns the 
$84,675,500 capital stock of the Central 
Pacific, the $83,985,800 stocks and bonds 
pledged under the European Loan 4s 
and has purchased for its own account 
an amount equivalent in face value to 
$31,760,590 of the bonds themselves. 
These figures show the heavy commit- 
ment of the Southern Pacific in Central 
Pacific property and its interest to meet 
its guaranty, should this ever be 
necessary. 

The Southern Pacific Company oper- 
ates the property of the Central Pacific 
under a lease for 90 years from 1894, 
paying a rental in 1920 of $13,977,404. 
From this sum, after paying all fixed 
and other charges, taxes, etc., the Cen- 
tral Pacific had net income or profit of 
$6,280,289. The Southern Pacific, from 
its operation of the road, had a net 
profit in 1920 of $1,115,032. This shows 
a total net income from the property of 
$7,395,321. The interest and dividends 
in 1920 paid by the stocks and bonds 
pledged as collateral security was $2,- 
742,904. The interest requirements in 
1920 on the Central Pacific European 
4s, including bonds owned by the 
Southern Pacific Company was $1,- 
930,500. It is evident that these charges 
are covered with a wide margin of 
safety. 

The strong strategic position of these 
bonds, the heavy investment in them 
by the Southern Pacific Company itself, 
together with the possible appreciation 
in principal through an advance in 
sterling exchange, make them a particu- 
larly desirable investment. At present 
prices, even though exchange should 
not advance, this issue compares favor- 
ably with other American railroad issues 
in equally strong position. The bonds 
are now quoted at 62% bid 63 asked 
per 500 franc bond. The attached table 
illustrates the investment possibilities 
of this security. 


New Haven European 4s 


On April 1, 1922 there comes due the 
New York, New Haven & Hartford 
European 4s of 1907. The par amount 
of this issue is $27,582,691. This loan 
was originally issued in francs, with its 
equivalent in sterling expressed on it. 
About half of the issue came back to 
the United States in 1916 in connection 
with war financing. Those bonds that 
came back were cancelled and dollar 
bonds were issued in their place at the 
rate of $96.50 per 500-franc bond. Of 
these dollar bonds there are outstand- 
ing $14,118,529. There are 69,762,500 
francs of the original issue still out- 
standing, in francs, which at par for 
exchange would total $13,464,162. 

The franc bonds of this issue are now 





quoted in the Street at 49% bid—5S0% 
asked per 500-franc bond. The holder 
of these bonds has the privilege of re- 
ceiving his interest and of being paid 
off his principal in either francs or 
sterling gt a fixed rate of exchange. 
A 500-franc bond is equivalent to 
£19/15s/6d. With sterling exchange at 
$4.20, the maturity value of this issue 
would be $83.05—a profit of $30 at 
present prices. 

The bonds are selling at such a low 
price due to the uncertainty over the 
New Haven situation. There has been 
in the past some doubt as to the ability 
of the New Haven to pay off this loan 
on April 1, but developments recently 
have lent color to the belief that the 
New Haven is slowly coming out of 
its difficulties and that some arrange- 
ment will be made between the bankers 
and the bondholders whereby a satis- 
factory settlement will be affected. The 
European Loan 4s come under the 
blanket mortgage authorized in the 
early part of 1921 by the stockholders 
and it is possible that the New Haven 
will offer holders at maturity of the 
European 4s the privilege of exchanging 
these bonds for the new mortgage se- 
curities, at a higher rate of interest. 


An Important Feature 


One of the important features of the 
New Haven situation is the investment 
of the United States Government in 
that road. This investment amounts 
to around $80,000,000. The Govern- 
ment as recently as last August, 
through the Interstate Commerce Com- 
mission, advanced $8,000,000 to the New 
Haven and that action was, at the time, 
considered highly significant by those 
interested in the New Haven situation. 
It was pointed out at the time that if 
it were to be necessary for the New 
Haven to go through a reorganization, 
the Government would not have ad- 
vanced such a sum. Furthermore, the 
recent visit of Attorney-General 
Daugherty to New England, in order 
to review at first hand the New Haven 
situation, lent credence to the opinion 
that the Government is taking a more 
sympathetic attitude toward the road 
than it has in the past. 

The New Haven European 4s, owing 
to the uncertainty about the future of 
the road, must be considered in the 
speculative class of securities, but at 
the same time the issue offers one of 
the most attractive opportunities for a 
substantial profit within a short period 
that exists in the bond field. 


St. Paul European 4s 


The Chicago, Milwaukee & St. Paul 
Railroad European loan 4s _ were 
originally issued in France in 1910. The 
amount issued at that time was $48,- 
176,665. In 1915 the company arranged 
to take up with new gold bonds part 
of this issue, so that there is outstand- 
ing at the present time $12,512,830 of 
the original franc issue and $35,100,158 
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of the new 4% gold bonds. These 
bonds, like the Central Pacific and New 
Haven, are payable principal and inter- 
est at a fixed rate in sterling; a 500- 
franc bond being equivalent’ to 
$19/15s/6d. The bonds are now quoted 
at approximately 5234 bid—53% asked 
per 500-franc bond. 





There have been other American rail- 
road bonds issued in foreign currencies 
and there are still a few that are out- 
standing. Most of them, however, have 
been brought back to this country or 
else are closely held in England and 
the bonds are very difficult to obtain 
Both the Pennsylvania and _ Illinois 
Central have sterling issues and there 
is also an issue of the Kentucky & 
Indiana Terminal Company. 


It will probably be many years be- 
fore an American company will be able 
to obtain funds in Europe again. As 
a matter of fact, the situation is en- 
tirely reversed and the United States 
has already commenced to finance for- 
eign railways. During the past year 
two issues of French railway bonds 
were brought out in the United States 
and it is quite certain that in years to 
come investors in the United States will 
become quite familiar with foreign rail- 
way and industrial securities. 
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WHAT IS HOUSTON OIL WORTH? 
(Continued from page 336.) 

















of $1,536,016 dividend certificates, $8,947,- 
600 6% cumulative preferred stock and 
$25,000,000 common, par value $100. The 
dividend certificates were paid to pre- 
ferred stockholders in 1912 to pay up all 
back dividends. Since that time dividends 
have been regularly paid on the preferred 
stock. No dividends have been paid on 
the common stock to date. 


Conclusion 


The preferred stock sells on the Balti- 
more Stock Exchange around 85. The 
company’s income from the Kirby Lum- 
ber Co. alone is about sufficient to cover 
the preferred dividends and considering, 
in addition, its settled oil production the 
dividend on this issue appears very secure. 
It can be rated as an attractive business 
man’s investment. 

While the common stock is highly spec- 
ulative it has undoubted possibilities. De- 
velopment work on the company’s large 
land holding have to date been pretty much 
confined to the Hull district and there is 
always the possibility of some new field 
being opened up in a district where Hous- 
ton has large holdings. From results thus 
far obtained it would appear that the 
company’s venture in the Mexia field is 
going to be highly profitable. Certainly, 
if development work there continues to 
yield the same favorable results, stock- 
holders may be rewarded sooner than they 
expect with dividends, although it is pos- 
sible that at current levels the stock has 
already discounted anything more than a 
fair rate of disbursement. 


for JANUARY 7, 1922 
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The Railroad 
Outlook for 1922 


will best be judged by careful 
study of operating costs, operat- 
ing income and monthly volume 
of business. 


Our Monthly 
R. R. Balletin 


gives these figures for most of 
the roads. The investor, inter- 
ested in railroad securities, will 
find it of timely interest. Send 
for FREE copy. 


The Partial 
Payment Plan 


of buying securities is recognized 
as being the most convenient and 
helpful method of acquiring good, 
dividend-paying securities on easy 
payments. We are equipped to 
execute orders for full or odd lots 
of stocks on Our Partial Payment 
Plan or on conservative margin. 


Write for particulars 


James M. Leopold & Co. 


Members New York Stock Exchange 


7 Wall Street New York 
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IMPORTANT ISSUES 


(Quotations as of Recent Date) 


American Type Founders, com.. 43- 47 


Atlas Portland Cement.......... 41- 47 
Babcock & Wilcox............. 101-103 
Borden Cdmpany ............-. 95- 96 
SE MIM. kcévcaseedeivewnees 100-102 
Os eee 102-104 
Crocker Wheeler ........00... ..- 70 
Jos. Dixon Crucible.............124-137 
EOTOONHTOME oc oc cc cccccccsces 145-155 
H. W. Johns-Manville..........; 375-450 


Daw Sarat BiG. os cccsccccsss 124-126 
Niles-Bement-Pond ............ 39- 41 
Phelps, Dodge Corporation..... 170-185 
Royal Baking Powder Co....... 89- 92 
Safety Car Heating & Light..... 59- 61 
I ME FD gos ccsvsvenes 285-310 
Thompson-Starrett ............. 55- 65 
Victor Talking Machine.........800-900 
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Yale & Towne Mfg.............260-270 





Safety Car Heating & Lighting 
‘tw Safety Car Heating & Light- 


ing Company was incorporated in 

1887 and sells equipment for heat- 
ing and lighting railroad cars. The 
company is an important factor in the 
field and is in a solid financial and 
trade position. Capitalization is com- 
paratively small consisting of only 
98,620 shares of $100 par value. There 
are no bonds or preferred stock. The 
company has the remarkable record of 
having paid dividends regularly, though 
in varying amounts, from 1893 to the 
present time, a period of 28 years. Since 
1917 the rate has been $6.00 annually, 
payable in quarterly installments. 


The company always makes liberal 
provision for depreciation, contingen- 
cies, etc., and in general follows a con- 
servative financial policy. Owing to 
the stringent credit conditions under 
which the railroads operated this com- 
pany was forced to await large sums in 
payment, which correspondingly af- 
fected its liquid position. However, 
with the return of the carriers to a 
more favorable financial condition it may 
be presumed that collections from this 
time on will be more rapid which would of 
course greatly aid the company. 

There is a large surplus of about 
$4,000,000. Working capital a year ago 
was 150% in excess of current liabilities. 
While no statement has been published 
since, it is doubtful that this position 
has changed for the worse and the 
company can accordingly be considered 
in a satisfactory financial position. 

Prospects for the carriers are more 
promising than for a _ considerable 
period and from this, equipment com- 
panies like Safety Car Heating & Light- 
ing should benefit. The stock is quoted 
at around 60 offering a yield of 10%. 
While under present conditions the 
issue appears speculative with possibili- 
ties even of a reduction in the dividend, 
its past earning power is very sug- 
gestive and the issue may therefore be 
recommended as attractive from a 
speculative investment angle. 





Babcock & Wilcox 


The Babcock & Wilcox Company is 
the largest manufacturer in the country 
of water tube steam boilers for station- 
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ary and marine purposes. It also 
manufactures stokers, superheaters and 
other accessories used in marine naviga- 
tion. The main plant is at Bayonne, 
N. J., and there is another plant at 
Barberton, Ohio. Offices are conducted 
in all the principal cities of the country 
and in Havana, San Juan, and Porto 
Rico. 


The company has no funded debt or 
preferred stock, capitalization consist- 
ing of only 150,000 shares of capital 
stock of $100 par value. In 1918 it 
earned close to $18 a share, in 1919 it 
earned over $19 a share and in 1920 
$14.00 a share. This company has an 
even more remarkable dividend record 
than the company described in the 
previous article. It has paid dividends 
without interruption since 1881. Up to 
1917, the dividend rate was 7% but in 
that year the rate was increased to 8% 
where it now stands. There were also 
some extra dividends, a 2% extra divi- 
dend having been paid early last year. 

The company appears to be in a 
comfortable financial position with cur- 
rent assets greatly in excess of current 
liabilities. Book value of the stock is 
in excess of $200 a share compared 
with the present market of around 100. 
At the latter figure, on the basis of the 
regular 8% dividend, this issue yields 
8% flat. The dividend appears secure 
and the stock is very attractive. 





POINTS FOR INCOME BUILDERS 
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money, was naturally disgruntled. It 
looked to him as though there must be 
something wrong with the machinery. 

Authorities do not flatly deny the im- 
plication. There is a slowly-growing 
conviction that the nations of the world 
have reached a stage of development 
which demands an international cur- 
rency system—a system under which 
something like a dollar will be worth a 
dollar wherever its owner goes. 

The conviction, in the usual course of 
human events, will probably diminish 
as the situation giving rise to it adjusts 
itself. Thus, at any rate, do most the 
lessons of the late war seem destined 
to be forgotten. 























Revenue Act of 1921 
Its Provisions Analyzed 
By Nathaniel L. Goldstein 


HE Income Tax Law has become 
T a specialized subject in itself and 

requires not only a knowledge of 
law but also of accounting. 

The varied interpretations, rulings, 
decisions, amendments and changes re- 
quire constant and continuous study. 

The Revenue Act of 1921, while em- 
bodying many of the old provisions, 
contains certain new sections which are 
of vast importance to the tax payer. 

Some of the provisions of the Law 


require clarification by the Treasury 
Department. 
This article, however, is prepared 


with the view of indicating the more 
important sections rather than with the 
thought of serving as an exhaustive 
treatise on the Law. 
Rate of Tax 

Individuals 

Normal Tax for 1921 and thereafter 
4% on the first $4,000 in excess of the 


credits. Eight percent on the balance 
above $4,000. 
Surtax 

For 1921—1% on $5,000- 6,000 


2% on 6,000- 8,000 


3% on 8,000-10,000, in- 
creasing by varying de- 
grees to 65% on “net 


incomes over $1,000,000. 
For 1922—1% on $6,000-10,000 

2% on 10,000-12,000 

3% on 12,000-14,000, in- 

creasing by varying de- 

grees to 50% on onet 

incomes over $200,000. 

Personal Exemption 

Single persons are given an exemp- 
tion of $1,000. 

Married persons or heads of a family 
are granted an exemption of $2,500 if 
their net income amounts to $5,000 or 
less; otherwise they are allowed an 
exemption of $2,000. 

For each child or dependent person 
the law allows an exemption of $400. 
Domestic Corporations 

For 1921—10% on the net income in 

excess of the credits. 
1922—12%4% on the net income 
in excess of the credits. 

A credit of $2,000 is granted where 
the net income is $25,000 or less. 

For the year 1921 the Excess Profits 
lax is continued at the same prevailing 
rate of tax. 

For the year 1922 the Excess Profits 
Tax is abolished. 

Dividends 
Cash or Other Property 

Such dividends received from domes- 
tic corporations are not subject to the 
normal tax. 

Stock 

A stock dividend is not subject to 
tax. If, however, after the distribution 
of any such dividend the corporation 
proceeds to cancel or redeem its stocks 
in such manner as to make the distri- 
bution and cancellation or redemption 
essentially equivalent to the distribution 

(Continued on page 7a.) 
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January Investments 


ANKERS and individual investors 
will find in our list of offerings the 
ideal securities for their January funds. 


HE 


BONDS 


Hyn 


Our list this year comprises a wide 
selection of high grade, safe Municipal 
and First Mortgage Corporation Bonds 
yielding from 


7 to 8 Per Cent for 3 to 9 Years 


Send for descriptive circulars today 
and have your choice of a wide 
selection of offerings and maturities 
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Security Bldg. 
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WILMINGTON 
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WASHINGTON 
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Union Trust Bldg. 
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JERSEY CITY 
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°586 Newark Ave. 





“~ 


investment bankers 
need our co-operation 


Qualifying meritorious stock and 
bond issues under the Securities 
Laws of all states is an important 
feature of our ‘“Complete Service.”’ 
Also, we are called upon, from time 
to time, to place entire issues for 
distribution. We invite correspon- 
dence from investment bankers who 
need such aid in widening their 
service to the public. 


Booklet M 11 describes what we do 

in qualifying securities. Send for it. 
Corporation Maintenance 
and Service Company 

















The Market 
Outlook 


HE recent sub- 
stantial recovery 
in stock prices, with 
especial reference to 
the significant action 
of the bond market, is 
the subject of our cur- 
rent review. 









Concise opinions are ex- 
pressed regarding the posi- 
tion of various groups of 
stocks—rails, steels, coppers, 
oils, etc. 
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COULD THE RAILROADS STAND PROSPERITY? 
(Continued from page 303.) 











now practically disappeared,” he said, 
“and there is little doubt that the reg- 
ulative bodies, both state and federal, 
are now fully aware of the need for a 
constructive attitude. What we are 
faced With today, however, is failure to 
distinguish properly between the func- 
tions of regulation and those of man- 
agement, and a constantly increasing in- 
vasion of the field of management by 
the governmental regulative bodies. 

“Largely through the impetus given 
by the war, that process has gone for- 
ward to the point where now the au- 
thority and discretionary powers of the 
railroad managers have been so exten- 
sively impaired that it is no longer just 
or fair to hold them personally re- 
sponsible for results, whether to the 
public in form of service and rates, or 
to the owners of the railroads in the 
form of the return earned upon their 
properties. This condition means that 
there is really at the present time no 
true responsibility at all for the opera- 
tion of the railroads. The governmental 
bodies, although they have succeeded in 
encroaching so largely upon the powers 
of management, have never in the 
slightest degree sought or been vested 
with any of its responsibilities, while 
the managers, at least from the moral 
aspects of the matter, ought to be re 
garded as absolved from responsibility 
when deprived of the powers which 
ought to accompany it. 

“We have as good brains in the rail- 
roads today as we ever had. The trou- 
ble is that the brains which ought to be 
devoted to the solving of the operating, 
traffic and financial problems of the 
railroad business, as the managing 
brains do in all other lines of business. 
are being constantly distracted into un- 
productive channels through the neces- 
sity of resisting the destructive inroads 
of governmental paternalism on the one 
hand and self-seeking labor union dic- 
tation on the other—a dictation for 
which we have largely to thank the 
policies of governmental agencies dur 
ing the war.” 


Should Freight Rates Be Lowered 


It is the opinion of Mr. Lee that the 
restrictive effect of existing rates has 
been over-emphasized, and that the ex- 
tent of the downward readjustments 
already made in freight rates is not ap- 
preciated. But while he admits the 
probable correctness of the assertion 
that rates are still generally too high 
for the nation’s commerce to support 
indefinitely, he insists that the railroads 
are in no condition to face any radical 
or drastic impairment of their revenues 
at this time. And in this connection he 
points out that the experience of the 
past shows that only in dull times are 
shippers greatly concerned about rates. 

“In busy times little attention is paid 
to rates, and promptness and regularity 
of service count for everything,” he 
says. “In real booms, service at any 


price is eagerly sought. This was ex- 
emplified in extreme form during the 
height of the war activity when ship- 
pers were willing to pay practically 
anything to have their goods trans- 
ported, and in fact gladly did pay, for 
freight service by motor trucks, rates 
far exceeding anything ever contem- 
plated on the railroads. 

“It is well to bear in mind when 
thinking of the future that the railroad 
situation is like a kaleidoscope. Hardly 
more than a year ago the railroads were 
swamped with business. Now we have 
many thousand cars and locomotives 
standing idle. Three or four years ago 
we were in difficulties because our rates 
were far too low from every aspect. 
Now we regret that we are obliged to 
charge rates which are, doubtless, in 
some cases, too high for the shippers’ 
good, and still we are unable to make 
both ends meet properly.” 

To overcome this situation Mr. Lee 
suggests that the first step is to find 
out how the situation came about, and 
then to adopt a national railroad policy 
that will foster, and not inpede, satis- 
factory transportation progress in years 
to come. The first step, he finds, is to 
restore the credit of the railroads, de- 
stroyed by “too much regulation and 
wrong theories of regulation.” If it is 
not restored, in his opinion, the country 
faces the alternatives of having its in- 
dustrial and agricultural growth per- 
manently checked by inadequate trans- 
portation facilities, or of throwing the 
burden of the railroads on the public 
treasury. This, of course, means gov- 
ernment ownership. 

“The country does not want that,” 
Mr. Lee states emphatically. “Every 
test of public opinion ever made shows 
that clearly. Yet we may be forced 
against our will to government owner- 
ship through failure to make good on 
the platform of private ownership under 
a sane system of governmental regula- 
tion. I, for one, do not believe that that 
platform has ever yet had a fair trial.” 


How the Public Can Help 


There are several things, which in the 
opinion of this authority, business men 
and investors can do to see that the 
private ownership platform is given a 
fair trial. One is to use their influence 
against any lowering of the minimum 
rate of return to the railroads specified 
in the Transportation act—the five and 
a half per cent on the value of the prop- 
erty actually devoted to railroad pur- 
poses. While, as he points out, this has 
not yet been realized in practice, “it 
served as an invaluable guide and moral 
support to our regulative commissions, 
and its loss would be a most serious blow 
to railroad stability.” Yet Mr. Lee warns 
that powerful influences are at work to 
reduce or eliminate this return. He calls 
for support in resisting this, and also 
for preaching at all times of the eco- 
nomic doctrine that wages can be paid 
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only out of production, and that restric- 
tion of output holds down the real earn- 
ing power of the worker. But it is in 
relation to rate-making that Mr. Lee 
finds the greatest need of public help. 

“In this matter,” he says, “we feel 
that the railroad managers should be 
given more discretionary powers than 
they possess under the present law. We 
believe they should have the power to 
initiate such rate changes as in their 
judgment are required, based upon the 
needs of the railroads and the nature of 
the traffic involved. Such rates, we 
hold, should then be allowed to go into 
effect without interference by the reg- 
ulative bodies, unless objection is raised 
by interested shippers, either upon the 
ground that the rates proposed are con- 
sidered discriminatory, or unreasonably 
high for the service rendered. Upon 
such objections it should be the func- 
tion of the regulative commissions to 
hold hearings and determine the ques- 
tions involved in a purely judicial man- 
ner. So broad a latitude with reference 
to rates is perhaps too much to hope 
for in the present state of politics, but 
we feel that the position I have outlined 
is perfectly sound and constitutes a goal 
toward which we should work.” 


Expansion Depends Upon Investors 


That railroad men are under no illu- 
sions as to where the money is to come 
from for the expansion that will be so 
urgently needed when business revives 
is made clear by Mr. Lee. “It has 
turned out,” he says, “that the railroads 
can no more thrive and grow on mini 
mum returns than men and animals can 
thrive and grow on the minimum diet 
which will theoretically support life. 
For a long period of time very few peo- 
ple of the kind who are industrious 
enough and wise enough to accumulate 
savings have seen any inducement to 
risk those savings in the financing of 
railroad extensions in which there was 
no hope for profit. For a minimum re- 
turn is not profit. Nothing to gain 
and everything to lose is a poor slogan 
in the investment market. It correctly 
describes the condition brought about 
by restrictive and punitive regulation of 
the railroads, persisted in over a long 
series of years.” 

In other words, he says, the program 
of extension that must be started 
eventually is dependent on investors; 
and until they are insured against ex- 
perimental tampering with the railroads 
the funds will not be forthcoming. 
There is no question in the mind of the 
Pennsylvania official that this insurance 
ultimately will be provided. 





THE PROBLEM OF PENNSYLVANIA 
(Continued from page 319.) 











ings may ultimately justify its present 
price. The prospects for any substantial 
market recovery must be set down as re- 
mote. On the other hand, if the expected 
improvement in net earnings does not ma- 
terialize—or is too long deferred—Penn- 
sylvania’s stockholders may have to face 
new disappointments. 
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Chicago Nipple 
Manufacturing Company 


Class “A” Stock 


We have prepared a- circular describing the position 
of these shares, on which 4%2% dividends have now 
accumulated. The Company’s sales since organization 
in 1910 have increased from $28,336.76 in that year to 
$1,104,489.16 in 1920. Only $90,000 per year is required 
to pay the 6% dividend on the Class “A” shares, which 
dividend is cumulative. The stock is listed on the New 
York Curb Exchange. 
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BONDS 


With continued improvement in credit conditions 
advantage will probably be taken of the callable 
privilege attached to many bonds now outstanding. 


Non-callable bonds purchased at present prices 
assures prevailing high rates until maturity. 


We have selected a list of such high grade issues 
which will be forwarded upon request for circular 


W-53. 
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in 1922 


Send for a review 
and forecast of this 


great industry, to- 
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tions for the purchase 


of securities which 
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AMERICA’S PROSPERITY 


Today America is the most 
prosperous country in the world. 
You can share in this prosperity 
by owning an interest in some of 
America’s great industries and 
business enterprises. 


You can start with a few shares 
of stock and build your income 
gradually. We trade in Odd Lots 
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MARKET STATISTICS 


N. Y. Times 

N.Y.Times Dow, Jones Avgs. ——50Stocks—~ 

40 Bonds 20Indus. 20Rails High Low Sales 
Monday, Dec. 19....... 75.65 80.31 74.95 68.81 67.90 683,800 
Tuesday, Dec. 20....... 75.57 80.30 74.57 68.71 68.09 516,900 
Wednesday, Dec. 21.... 75.18 79.02 73.95 68.51 67.42 694,380 
Thursday, Dec. 22..... 74.96 78.76 73.47 67.83 66.92 707,244 
Friday, ,Dec. ee 74.93 79.31 73.30 67.58 66.81 489,638 
Saturday, Dec. 24...... 75.05 79.61 73.67 67.78 67.34 275,929 
Monday, Dec. 26....... HOLIDAY 
Tuesday, Dec. 27....... 74.99 80.69 73.71 68.44 67.60 588,930 
Wednesday, Dec. 28.... 75.00 80.80 73.88 69.07 68.00 821,555 
Thursday, Dec. 29..... 75.00 80.34 73.71 68.53 67.70 778,792 
Friday, Dec. 3........ 75.07 80.80 73.86 68.88 67.84 784,210 

444,475 


Saturday, Dec. 31...... 75.27 


81.10 


74.27 68.76 68.04 














WHY LONG ISLAND’S BONDS ARE 
GOOD INVESTMENTS 
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sufficient to enable the company to meet 
interest charges remaining after the com- 
pletion of the 1917 reorganization plan. 

Since the property has been operated for 
its own account, high costs have been an 
adverse factor. A deficit of $510,651 was 
reported for 1920. But the company has 
now, apparently, gotten its operating ratio 
well in hand and results for 1921 are, in 
the light of adverse factors prevailing, of 
a distinctly gratifying character. Operat- 
ing revenue and other revenue in the ten 
months to October 31 increased 14.8%. 
Maintenance has been decreased less than 
9%, which is very moderate considering 
lower costs of labor and material. The 
indicated results for the year as a whole 
have already been set forth. 

The company has, of course, not escaped 
the agitation with respect to commutation 
in the Metropolitan district. The manage- 
ment has frequently stated that its pas- 
senger business has not been conducted 
on a profitable basis. Certain passenger 
rates have been increased; but the situa- 
tion is not yet clarified. The situation 
may be helped by adjustment of commu- 
tation fares. 

No fair judgment can be formed in re- 
gard to the securities of the Long Island 
Railroad without taking into consideration 
the fact that its lines constitute an integral 
important part of the 
plan of the Pennsylvania Railroad to 
give adequate passenger and freight facili- 
ties to Greater New York. Long Island 
trains pass into the Pennsylvania Termi- 
nal through four tubes under the East 
River, and a very large part of the traffic 
of this station is over its lines. The faith 
of the Pennsylvania in the growth of 
Long Island has been justified—the popu- 
lation in 1920 showing an increase of 
42.4% over 1910, which figures, in turn, 
represent an increase of 44.5% over 1900. 


Conclusion 


The property value behind Long Island 
is ample. Its territory is rapidly develop- 
ing. Gross and net earnings are both in- 
creasing. In all respects, the future of 
the company is promising. It is the rela- 
tion of the road to the Pennsylvania and 
its substantial investment therein, how- 
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ever, which give Long Island bonds a dis- 
tinctive value.’ It is inconceivable that the 
Pennsylvania will not protect its equity 
and thus assure the award to which it is 
entitled by its long guardianship. 





WHAT THE ARMS CONFERENCE 
HAS ACCOMPLISHED 
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can not be done except by repudiation and 
a new Start in national life. This may be 
true in the case of a few nations whose 
economic and financial life during the past 
few years has been dominated by frenzied 
communistic policies. With the vast ma- 
jority of nations this is not the case. 
Therefore, it is a task for American 
economists to be giving this problem care- 
ful consideration, relying on the hypothesis 
that a conference on the subject will be 
held in Washington in the near future, 
that stabilized exchange is the basis of the 
restoration of American foreign com- 
merce, and that a plan for stabilizing for- 
eign exchange is not impossible of 
formulation. 

Standing in the presence of the Wash- 
ington armaments conference and looking 
back over its work to date, we find that 
nothing as yet of a tangible nature has 
been evolved either as to the limitation of 
armaments, the solution of Far East 
problems, or the creation of greater inter- 
national amity along military lines. If, 
however, as an indirect result of this con- 
ference there shall be formulated a plan 
for the rehabilitation of foreign exchange 
and the restoration of American com- 
merce, it will not have met in vain. 

And as we stand on. the threshold of a 
new year, with the results of the past few 
years still vividly before us, do we not 
have a vision bright with hope and 
courage for every phase of American eco- 
nomic and financial life? The promise of 
fulfillment lies in the call for an interna- 
tional and world-wide financial conference. 

This can be done. It should be done 
without delay. The need is great and in- 
ternational in scope. It is imperative that 
our country issue the call. A national 
program should be developed—one born 
of sound economics and rational finance. 
We owe it to our country’s business and 
to long-suffering humanity. Such a con- 
ference gives us a vision of the future: 
A better and a wealthier country! A 
more peaceful and a happier world! 
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ANSWERS TO INQUIRIES ON I 
MINING SECURITIES G T C 
(Continued from page 341.) _ Guaranty Lrust Company 
| 
fore, will largely depend on the character f N y k 
of the ore uncovered by development work. W 
Of. course, if some very valuable ore is O e or 
brought to light the preferred stock 
might advance materially from present 140 Broadway 
levels. We have no recent definite in- 
formation as to how favorable develop- FIFTH AVE. OFFICE MADISON AVE. OFFICE GRAND ST. OFFICE 
ment work has been. Fifth Ave. and 4th St. Madison Ave. and 60th St. 268 Grand St. 
LONDON LIVERPOOL PARIS HAVRE 
BRUSSELS ANTWERP CONSTANTINOPLE 
TUOLUMNE COPPER 
Held at Higher Prices 
What do you think of Tuolumne foagert I 
Rubee w aed at higher prices.—R Glen Condensed Statement, December 31, 1921 
Tuolumne Copper Company for the past RESOURCES 
several years has operated at a loss. In , 
1920 the loss was $76,512, in 1919 $164,864, Cash on Hand, in Federal Reserve Bank 
and in 1918 $64,992. and Due from Banks and Bankers...............- $141,209,002.62 
For the four months ended April 30, | U. S. Government Bonds and Certificates ............. 28,097 ,670.74 
1921, operating loss was $60,917. The 0) ee ce. CRA ENNROEen Sue's 31,080,045.53 
balance sheet as of April 30, 1921, showed ST de ecnentcadevecedécatesecsrannees 22,558,892.62 
a poor financial condition with current Rae NN IEEE. oon ccc qccccceececeoceces 296,525,218.14 
liabilities of $42,500 and current assets of Real Estate Bonds and Mortgages ..............+-+++: 2,668,396.67 
only $24,900. Of course there is always 
the possibility of this mine striking rose a # a aS ee 7,725,224.18 
richer ore but the stock can be regarded redits emted om Acceptamces ......cccccccccsce: 24,008,291.99 
as nothing more than a gamble. 0 See 8,557,780.41 
Accrued Interest and Accounts Receivable........... 15,879,235.47 
ANSWERS TO INQUIRIES ON $578,309,758.37 
INDUSTRIAL SECURITIES 
(Continued from page 349.) LIABILITIES 
PE ib khs OC ARAS SSE S EN DAES ORE SS OEe+HEOOeE RE $ 25,000,000.00 
ORPHEUM CIRCUIT Pt  cusncen anesthe whe nee keg ee eueen ees 15,000,000.00 
en eid cepa hep ee kee een eek eeeeeke 2,255,398.56 


A Promising Switch 


I hold some Orpheum Circuit, but the stock 
does not appear to act very well, and any sug- 
gestion you may give as to a desirable switch 
would be appreciated.—B. A. C., Chicago, Ill. 





$ 42,255,398.56 


Accrued Interest Payable and Reserves for Taxes 








fo I x tl s ° *,° 

Be gl ee x the six_month and Expenses and Other Liabilities .............. 16,649,999.48 
after dividend of $136,619, as compared Acceptances—New York De os'se Geranee eee d aman t 15,989,826.69 
with a surplus of $493,647 for the same Dh (iy «066 e6¢b6e sea dielateeeeae 8,018,465.30 
period of 1920. While we should say that Outstanding Dividend Checks ...........ceceeeeees 589,349.50 
this stock has fair possibilities of coming Outstanding Treasurer’s Checks ............. 0.02545. 23,889,739.77 
back ultimately there is some question in Pt -TSbeb ek waved saccke dete sebeansbecaebhaaks 470,916,979.07 
regard to the continuance of dividends at 

the present time, and we believe it advis- $578,309,758.37 


able to switch into Pond Creek Coal, pay- 
ing $1.50 per share per annum and selling 
around 15. This company will earn its 
dividend with a fair margin to spare in 
1921 and the outlook for next year is de- 
cidedly bright. The financial condition is 
excellent. 





HUDSON & MANHATTAN RR. A 
CONCERN WITH A FUTURE 


(Continued from page 342.) 





to have good possibilities as there ap- 
pears to be no good reason why the 
earning power of the company should 
fall off; on the contrary, traffic on this 
line has steadily increased and every- 
thing points to a continued increase. 

The refunding 5s due 1957, while still 
classed as a semi-speculative bond are 
gradually getting into a stronger posi- 
tion. At present prices the yield is 
6.9% and they look attractive at that 
figure. 
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Trustee 
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Mining Co. 
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Marshall Field 
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BOARD OF DIRECTORS 


Daniel Geggenheim 
of Guggenbeim Brothers 


W. Averell Harriman 
Chairman of Board 
W. A. Harriman & Oo., Inc. 
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Central Railroad Co. 
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of Blair & Co. 
Grayson M.-P. Morphy 
of G. M.-P. Murphy & Oo. 


Charles A. 
President Mutual Life Ins. Co. 





William C. Potter 
President 


John &. Runnells 
President Pullman Co. 


Thomas F. Ryan 
Financier 
Charlies H. Sabina 

Chairman of the Board 
John A. Spoor 
Chairman of the Board, Union 
Stock Yards & Transit Co. 


Edward 8. Stettinies 
of J. P. Morgan & Co. 


Passaic Cotton Mills 


Gearge Whitney 
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We offer for 
Conservative Investment 


First Mortgage Sinking 
Fund Gold Bonds of the 


Cuyamel Fruit Company 
which is the 


3rd largest company 
in its field with 


Assets of about 4 to 1 
behind this issue and 
Earning nine times the 


maximum interest charges and 


Returns over 712% 
for 20 years 


For complete details 
request circular T-1l 


Edward W. Clucas 


Member New York Stock Exchange 


74 Broadway, New York 


Tel. Bowling Green 1380 




















In other countries caving je the rule; 
here it is the exception. Most Ameri- 
cans are rec spenders. 85% are 
dependent at 60 years. Poverty fol- 
lows in the wake of extravagance. 
Thoughtless living brings grief. 

This need not be so. And it shouldn’t 
be. You can correct it for yourself. 
There is now an easy saving planthat 
makes you save. But it does much 
more. Itshows you how to be a good 
investor—how to make every dollar 
earn the utmost interest with safety. 
Some save but don’t invest. Their 
money earns them little or nothing, 
and being idle, is easily spent. Others 
would invest but they haven’t learned 
to save. This new plan solves both 
these problems. By it you save be- 
cause the incentive is always vividly 
before you — the incentive of profit. 
Surely you will want to know the de- 
tails of this novel plan. It will open up 
a new profit for you — a new thrift, 
greater advantages, and eliminates 
worry about the future. “‘The True 
Story af Plain Tom Hodge” is a fas- 
cinating book that tells you all about 
it. Be sure to write today for a copy. 
Tear out this ad, write your name 
and address in margin, mail to us. 


GEORGE M. FORMAN 
& COMPANY 


Farm Mortgage Investments 
Dept.-1715 105 W. Monroe St. 


oO 
Thirty-six Years Without Loss to a Customer 


























































TRADE TENDENCIES 


(Continued from page 343.) 








lower posted price for crude oil, as it has 
been the experience that after such a cut 
there is an immediate though temporary 
halt to the demand for refined oils, which 
is caused by the adjustment of price sched- 
ules to match the new price of crude. 

Hewever, it is inevitable that if demand 
does not pick up soon, the price of crude 
oil will go down, regardless of the senti- 
ment of the refined producers. December, 
of course, is usually more or less a dull 
month and possibly no great significance 
should be attached to the present quiet in 
the market. Nevertheless, the stocking up 
of refined products cannot be said to be 
exerting an altogether favorable effect. 

While the strength in foreign exchange 
has improved sentiment among exporters, 
actual trading is sluggish. A fair quan- 
tity of gasoline is moving abroad, but a 
good part of it is being shipped on con- 
signment and stored upon arrival. The 
foreign market for kerosene is not con- 
spicuously: strong and purchasers abroad 
are not inclined to purchase freely. 

Among domestic markets, kerosene 
seems to be in improving demand owing 
to the advancing cold season. Demand 
for gasoline has tapered off, however. Gas 
oil is still sluggish and fuel oil is still 
quiet. 

The general tendency is to curtail buy- 
ing, and heavy consumers in many districts 
have apparently covered their requirements 
for some time ahead and are not anxious 
to contract for large quantities at the pre- 
vailing quotations. The outlook, there- 
fore, is for a rather quiet period during 
the next few weeks, which is about as far 
as can be seen ahead in this difficult mar- 
ket under present conditions. 





SUGAR 











The Present Situation 


Things are not going very well with the 
sugar people. Prices have been dropping 
steadily for a long period and the end is 
not yet in sight. As repeated in these 
columns ad infinitum, and possibly to some 
ad nauseam, the statistical situation is what 
exerts a harmful effect on sugar prices. 
When Cuban raws, 96%, full duty paid, 
reached a low price of 4.00 cents a pound 
some time ago, many people thought that 
the bottom was reached. But this proved 
to be wrong, with the same sugar selling 
currently at around 3% cents a pound. 

Arrangements for the tolling agreement 
will probably be announced by the time 
this gets to press. Evidently, instead of 
two or three big refiners being solely con- 
cerned, practically all the local interests 
will have a hand. 

Old crop Cuban sugar apparently is un- 
der pressure. Prices nominally range at 
1.8714 cents, cost and freight, but un- 
doubtedly large orders would secure con- 
cessions. 

From present indications, there is very 
little hope for the sugar producers. 
much of the old crop remains to be sold, 


and with the new crop to appear soon, it 
is difficult to see where a proper outlet 
is to be found. Eventually, of course, the 
very situation now operative will prepare 
its own rectification. In other words, so 
many sugar producers have been ruined 
through the drop in prices that their acre- 
ages have been abandoned and probably 
will not be resumed for a long period. 
The crop after this should show the ef- 
fects. On the other hand, European pro- 
duction shows a tendency to increase and 
within a year there may even be a small 
surplus for export from the producing 
European countries to those which do not 
produce the commodity 

At all events, a rise in sugar prices is 
an extremely remote possibility. Through 
the dissolution of the Cuban Commission, 
a free market will be made and in that 
event competition will likely enough force 
prices still lower. Naturally, producers 
will feel this situation more Keenly than 
the refiners. However, the latter are not 
in too fortunate a position. 
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Higher Prices in Sight? 


For a few weeks past the hide market, 
while less active, indicates that the influ- 
ence toward higher prices which com- 
menced to manifest itself several months 
ago, is still operative. The principal rea- 
son for the fact that hide prices are now 
up from 50 to 100% over quotations last 
Spring, is that top quality hides are prac- 
tically sold out. Not only are spot sup- 
plies sold out but leading packers are sold 
up to next February. The demand for the 
best qualities continues very strong and 
advancing prices has not interfered with 
the rate of buying. This situation applies 
more particularly to the high-grade stocks, 
those of inferior grade not being in such 
great demand. 

Despite the increase in hide. prices, 
leather has not advanced proportionately. 
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Producers of leather are making little 
money on hides bought at present levels, 
although they are making profits on hides 
bought when prices were low last Spring. 
It is doubtful, however, that leather can 
be advanced much at this particular time, 
owing to the relatively large supply of 
leather on hand. Because of this situa- 
tion, tanners in most parts of the country 
are Operating at only 50% capacity. 

The outstanding feature of the situation 
is that a new alignment is necessary be- 
tween hide and leather prices. Either 
hides must come down or leather must go 
up. Considering the strong statistical po- 
sition of the better class hides, it is more 
likely that leather will slowly advance un- 
til there is more of a parity between the 
two commodities. A rapid advance is 
hardly likely owing to the fact that the 
demand is still for low-priced shoes, and 
any sharp increase in the price of the lat- 
ter would have the result of curtailing the 
demand, finally resulting in a falling-off 
in demand for both leather and hides. A 
gradual and moderate advance in the price 
of leather would have the same result and 
it would be accomplished more efficiently. 

Conditions in the shoe-manufacturing in- 
dustry are still irregular, but are improv- 
ing. There are indications that the New 
England mills are about to expand their 
operations. Manufacturers of low-priced 
shoes are in the best position, as the de- 
mand is more especially for this type than 
for the more expensive variety. 

Comparing the two major industries of 
hide and leather, it is doubtless apparent 
that hide interests are in the better posi- 
tion of the two. Hide producers are 
profiting from the generally higher prices 
now current and are operating at a profit. 
The leather interests, however, have not 
benefited to this extent. They are still in 
a process of adjustment. Their statistical 
position is not completely satisfactory, but 
the outlook is that the higher level of 
hide prices will pull leather along, thus 
ultimately benefiting these interests. 





SILK 





Demand Increases 


Over the past few months, the price of 
silk has been slowly rising until it is now 
about 20% above June prices. The pres- 
ent price is about half of the highest price 
seen early in 1919, but about 75% above 
the average price in 1913. From this, how- 
ever, it cannot be deduced that the price 
of silk is too high and that it must in- 
evitably come down to conform with the 
pre-war level. The fact is that the under- 
lying situation in silk has changed. Un- 
like many other commodities, new uses 
have been found for silk. The commodity, 
in this sense, may be regarded as a rela- 
tively new one. Furthermore, while silk 
may be properly regarded as a luxury, and 
as such must inevitably experience wide 
fluctuations in demand, the volume of per- 
manent demand shows a steady increase 
owing to the fact that more people are 
being accustomed to using silk where they 
had before used cotton and other mate- 
rials. As the number of silk-consuming 
people increases, the demand for silk will 
increase in a similar ratio and within a 
given period the productive capacity of 
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Shonnard & Company 


120 Broadway, New York 


The firm of Shonnard, Mills & Co. having 
| this day been dissolved by mutual consent, the 
| undersigned have formed a partnership as suc- 


cessors thereto under the name of 


SHONNARD & COMPANY 


Horatio S. SHONNARD 
F. CLarK THOMPSON 
Jasper ApAMS CAMPBELL, JR. 
ArtHur D. WEEKS, JR. 
Member New York Stock Exchange 
Joseru D. Goprrey 


Jasper ApAMS CAMPBELL 


December 3lst, 1921 


Special 




















C. E. WELLES 
& COMPANY 


Members of 
New York Stock Exchange 


Stocks and Bonds 


71 BROADWAY, 
NEW YORK 




















Independent 
Oil Companies 


Booklet 


contains the most recent available 
information regarding the eighty 
different companies whose securi- 
ties are actively traded in, includ- 
ing the latest financial reports and 
descriptions of the properties. 

The booklet should prove of 
special interest and value to in- 
vestors at this time because of the 
changed conditions in the petro- 
leum industry which have resulted 
market for oil 


in an improved 


securities. 
Copies will be supplied free 


upon request for Booklet N-3 


Dealers in Standard Oil Securities 
25 Broad St. Phones 4866-1-2-3-4 Broad 
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CARL H.PFORZHEIMER & CQ. 
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MORTGAGE 
PUBLIC 
UTILITY 


BONDS 


Send for Circular MW. 


MARSHALL. & COMPANY 


BANKERS 
SEVENTY STATE STREET, BOSTON 




















Double your 
income 


Carefully selected stocks and bonds 
at today’s low prices should not only 
double your income during 1922 but 
make you a nice profit as well. Buy 
them on our 


Partial Payment Plan 





and you acquire the habit of sys- 
tematic saving—a habit that will 
insure you a “Prosperous New Year.” 
Full details and investment sugges- 
tions on request 


Ask for M.W..37 


R.J.McClelland & Co. 


Investment Securities 


60 Broadway New York 
Telephone Bowling Green 9930 











Consulting Petroleum Engineer 


Special Service to Banks, Individual and Cor- 
porate Investors, Lawyers, Receivers and Certified 
Accountants. 

Examination and Valuation of Oil and Gas 
Properties, Refineries and Pipe Lines in United 
States, Mexico, South America and Europe. 


























the various countries engaged in silk pro- 
duction will be found taxed. Thus from 
a long-range viewpoint, silk is in a prom- 
ising position. 

Regarded more narrowly, however, it 
does not appear that silk prices can rise 
during the immediate future. The sta- 
tistical position is not particularly favor- 
able, and while the Japanese control is 
well-financed, at least to an extent to re- 
move danger of a perpendicular drop in 
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prices, such as was witnessed-in 1920, there 
is still too much silk and not enough de- 
mand to permit an extensive rise in prices. 
More likely, silk will fluctuate for some 
time at these levels or possibly lower. 
Another factor is the demand for arti- 
ficial silk, which shows steady growth. 
This industry is in its infancy and seems 
to hold great possibilities. Undoubtedly it 
will come into competition with the nat- 
ural product, but by that time world- 
demand will have risen to such propor- 
tions as to easily absorb both products. 





COPPER 





Steady Reduction in Surplus 


The outstanding development of the past 
few months has been the gradual reduc- 
tion in surplus stocks of copper held in 
this country. The situation has developed 
to such a point and the trend is so clearly 
indicated that a definite conclusion as to 
the outlook for copper is now warranted. 
At the beginning of 1921 the total surplus 
of copper in the United States, including 
400,000,000 pounds set aside for export, 
amounted to 800,000,000 pounds roundly. 
Froduction did not cease soon enough, and 
on account of the slow rate of consump- 
tion by October first the surplus had risen 
to 950,000,000 pounds. This included 
metal in all processes, including mining, 
smelting, refining and in transit on this 
continent. Of the original 400,000,000 
pounds held for export through the Cop- 
per Export Association and financed 
through an issue of $40,000,000 i.-4-year 
notes at 8%, about 20% has been disposed 
of. 

Total exports in 1921 amounted to 
about 600,000,000 pounds, roughly. Do- 
mestic consumption amounted to about 
800,000,000 pounds, or a total of 1.400,- 
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000,000 pounds. This is against an esti- 
mated output during 1921 of 700,000,000 
pounds, leaving a deficit between produc- 
tion and consumption of about 700,000,000 
pounds. For this there is ready for the 
market approximately 800,000,000 pounds, 
which is the figure to which the total sur- 
plus has been reduced. 

The situation stands thus: There is 
about 800,000,000 pounds of copper for 
both export and domestic uses and the 
rate‘ of consumption is rapidly wearing 
down the excess. At the present rate of 
production and consumption, conceding an 
increasing scale of consumption based on 
the past two months, there would be noth- 
ing left of the surplus within eight or nine 
months. 

Preparations, however, will shortly be 
made to reopen some mines, thereby in- 
creasing production. Undoubtedly the sta- 
tistical position of the metal has been in- 
creased to a point to warrant a moderate 
increase in output. 

As to prices, there seems to be little 
doubt of a generally higher level in 1922. 
A price of 14% cents is already asked for 
March delivery, indicating the idea of sell- 
ers as to price. With the firming of the 
statistical position, the result will be to 
advance prices. In 1921 no money was 
made on copper by the producers. With 
their costs somewhat lower and prices 
higher, as is expected, the outlook is that 
the more efficient companies will be able 
to produce some fairly satisfactory results 
next year from a financial viewpoint. 
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Coal 








Uncertain Outlook 


The coal market has not only been ex- 
ceptionally dull but prices have again be- 
come weak. - Despite the fact that coal 
prices reached a new low price toward the 
beginning of December, the momentum to- 
ward lower levels has not lessened and 
prices are still on the down grade. Stocks 
on hand are greatly in excess of those 
required by the current rate of consump- 
tion. However, some improvement can be 
expected shortly, if for ne other reason 
than that the current rate of production 
has declined to a point to inevitably 
strengthen the statistical position. Opera- 
tors no longer find it profitable to ship for 
sale in the spot market and prefer to close 
their mines rather than sell at the pre- 
vailing loss. Industrial and household de- 


































Stock Dividend Outlook 
for Standard Oils 


The Standard Oil subsidiaries, since their 
segregation from the Standard Oil Company of 
New Jersey, have established a remarkable 
record for periodical distribution to stock- 
holders of accumulated profits, in the form of 
big stock dividends, In fact, at the present time 
there are eleven of the subsidiary Companies 
which have accumulated sufficient serpluses to 
justify distribution of stock dividends ranging 
from 100% to 1,000%, these companies being 
dealt with in detail in our bi-weekly publication 


“lacome Building” 


This publication, which is devoted to the 
discussion of developments in railroad, indus- 
trial and oil corporations, with special refer- 
ence to those companies in whese securities 
funds may be profitably invested, will be seat 
without obligation, including booklet giving a 
convenient method of buying the Standard Oils. 


Ask for M.W.6 


ROGERS & SULLIVAN 
Members Consolidated Stock Exchange of New York 
46 Cedar Street, New York 
Telephone 3410 John 





























January Issue of 


Blue Book 


for 
Investors and Traders 


features possibilities of 


The 


Foreign Government 
BONDS 


An amicable settlement of vital 
questions before the Disarmament 
Conference, will without doubt 
stabilize these securities and 
A make them more attractive from 
Personal an investment standpoint. 
Brokerage year’s market and eco- 
Service nomic and political conditions 


It also contains details of Our 


Consistent Savings 


Plan 
which offers unexcelled advan- 





» them out of future earnings and 
savings. 








Copy of “The Bine Book” free on request 
for M.W.-18 


Rh ees & 
Consohdated 
Stock Exchange of New York, 


40 Exchange Place 


UPTOWN OFFICE 
Knickerbocker Bidg., Broadway & 42¢ St. 


' NEW YORK CITY 
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mand should spring up on a larger: scale 
shortly and very probably the rate of ac- 
tivity will be greater during the balance 
of the Winter than it was at the end of 
Fall. 

The export situation is bad. . British 
coal is even competing on the Pacific coast 
on a basis to make it impossible for us 
to sell there on a profitable basis. The 
British coal industry is in a desperate po- 
sition on account of the competition with 
German coal, and Welsh coal is commenc- 
ing to flood several of our markets. As a 
result our own export business has fallen 
away to negligible proportions, and our 
domestic business is being affected. 

Regarded more broadly, it is a correct 
statement that the coal industry depends 
directly on a revival of business and in- 
dustrial activity. While the Autumn 
months provided a period of relative ac- 
tivity a new depression has developed in 
industry and the results have been im- 
mediately seen in the coal market. The 
outlook is that by the end of Winter in- 
dustrial activity will have assumed a more 
rapid gait, and this in turn should be re- 
flected in the coal situation. Coal will 
undoubtedly continue to parallel industrial 
activity. 





RADIO CORP. A CONCERN WITH 
A FUTURE 
(Continued from page 327.) 











of common stock, no par value. Preferred 
stock has preference as to assets and divi- 
dends and is entitled to dividends at the 
rate of 7%. Dividends at this rate are cu- 
mulative starting January 1, 1924. The 
preferred stock is redeemable at $5.50 per 
share. Both classes of stock have equal 
voting power. 

No statement of earnings has as yet been 
issued but a balance sheet as of December 
31, 1920, has been made public. This 
shows current liabilities of $1,883,227, as 
against current. assets of about $5,000,000. 
Plant and equipment was valued at $8,901,- 
675 and good will and patents at $10,- 
107,982. 

Conclusion 


Both common and preferred stocks are 
selling on the New. York Curb at close to 
$2 a share. While the company would 
appear to have an excellent future in view 
of the great possibilities of wireless and 
the strong interests that are guiding its 
destinies, the purchaser of these securities 
must bear in mind the fact that its de- 
velopment is bound to take time and that 
in view of the large sums of money that 
will undoubtedly be necessary to thor- 
oughly establish it in the world’s fields, 
the dividend policy is likely to be con- 
servative. 

The preferred stock does not become 
cumulative for two years and it is prob- 
able that dividends will be withheld dur- 
ing this time. At the end of two years, 
however, the company should have de- 
veloped sufficient earning power to pay 
the full preferred dividends and perhaps 
something on the common. For the in- 
vestor who is willing to tie his money up 
for two years in a non-dividend payer, 
the preferred stock of Radio Corporation 
would appear to offer the possibilities of 
a handsome profit at the end of that time. 















Standard Oil 
Stock 
To Yield 9% 


This stock has_ sold 
above $100 during each 
of the last nine years. 


It is now available at a 
price to yield more than 
9%. 


Dividend rate $8.00 a 
share or more for the 
last 10 years. 


Send for special letter on 
this issue and December 
summary of Standard 
Oil Stocks and Oil Pro- 
duction. 


Call, telephone or write 
for Circular M52 


RASMUSSEN & CO. 


STOCKS — BONDS — GRAIN 
111 Broadway New York 
Tel. Rector #6) 














Stock Options 


Offer great money-making 
possibilities. No margin is 
required, as the risk is 
limited to. their first cost. 


Investigate the advan- 
tages of this valuable 
method of stock trading. 
Circular W, describing 
their employment in place 
of stop orders; to supple- 
ment margin; their insur- 
ance value, and other im- 
portant features will be 
sent free upon request. 


Write us for quotations. 
We can always offer the 
most attractive contracts 
for either large amount of 
stock or odd lots. 


S.H. WILCOX Co 


PUTS ana CALLS 


Guaranteed by Members of the 
New York Stock Exchange 


233 BROADWAY NEW YORK 


Phone Barclay 5216 














How To Compare 
Bond Prices 


Investors desiring to take 
advantage of present day 
bond prices will be inter- 
ested in comparing quota- 
tions with those of 10 
years ago. 

In order to facilitate such 
a comparison, we are dis- 
tributing a 32-page pam- 
phlet containing 

10 Year Price Range 
of All Listed Bonds 

together with 

SALES and PRICES 
For Entire Year 1921 
A Selected List of over 50 
High Grade Short and 
Long Term Bonds, to- 
gether with information on 
the investment situation, 


will be found in our cur- 
rent Semi-Monthly 


Investment Circular 


Investors may obtain a 
copy of either publication 
by calling at our offices or 
by writing on their busi- 
ness or personal station- 
ery. 


L. A. HUGHES & CO. 


INVESTMENTS 
Tel. Rector 2853 100 Broadway 
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Ten Popular 
Copper Stocks 


Among the 20 or more 
listed coppers are a number 
of issues, popularly regard- 
ed as the leaders in this 
group of securities, selling 
at a discount of 40% to 
6U% irom their record high 
price levels. 

Statistical report, showing 
10 listed stocks selling at 
from $15 to $65 per share, 
together with record of 
earnings, dividends, book 
values, the 1910-1921 highs 
and lows, mailed free on 
request. 


Also timely information on 


Columbia Graphophone 
American Tobacco 
Pennsylvania R. R. 

Ask for M.W.-675 


KOHLER. BREMER &C0. 


STOCKS —BONDS 


MEMBERS CONSOLIDATED STOCK EXCHANGE f NEWYORK 
— Main Office: — 
32 BROADWAY ~— NEW YORK 


TELEPHONE — BROAD 6910 











the common stock, therefore, does not 
hold any of the speculative possibilities 
that the securities of the locomotive 
companies hold. American and Bald- 
win Locomotive could go to a 12% 
dividend basis, but there is very little 
possibility of American Car & Foundry 
increasing its dividend for some time 
to come. The stock of this company is, 
nevertheless, an attractive investment 
chiefly because the present dividend is 
assured for at least three years through 
a reserve which has been set up just 
to take care of common dividends in 
case of lean years. The company has 
set aside from earnings $10,800,000 as a 
“dividend reserve,” and as the present 
rate calls for an annual disbursement of 
$3,600,000, this takes care of the next 
three years. At the present price of 
$145 a share the common stock yields 
8.3%. This is a very attractive yield 
on an investment that is so well secured 
Then also, the speculative element is 
not entirely missing from this security 
for with the present tendency of money 


rates Car Foundry common might 


easily sell on a 7% or even 614% basis 
in the not distant future. 

The company is in a good financial 
position. Current assets on April 30th 
last amounted to $64,787,000, of which 
$11,474,000 was in cash and $11,000,000 
in sound negotiable securities. ~ Inven- 
tories amounted to $14,010,000, valued 
at market existing at that time, or just 
about sufficient to take care of orders 
already on the books of the company. 

Accounts and notes receivable were 
largest in the history of the company, 
totaling $28,301,000. This reflects the 
large amount of business taken on 
credit, the company’s strong cash posi- 
tion enabling it to do this. 

Against these assets there was a total 
of $27,243,000 of current liabilities made 
up chiefly of accounts and bills payable. 
The company should have no difficulty 
in meeting these obligations out of cur- 
rent earnings and from the large 
amount of receivables as they are grad- 
ually paid off. Taxes and dividends 
payable constituted the balance of the 
liabilities 


Pressed Steel Car 


Shares at Present Level Regarded Unfavorably 


This is the second largest freight car 
producing company in. the country, but 
its capacity is far below that of the 
American Car & Foundry Co. Pressed 
Steel Car has an estimated capacity of 
about 45,000 freight cars and 500 pas- 
senger cars per annum. In the year 
1920 with operations at about 30% of 
capacity the company earned about 
$13.25 a share on the common. Earn- 
ings for the past five years have aver- 
aged about $18 per share on this class 
of stock, and dividends of 8% per 
annum were paid from the latter part 
of 1918 until last July, when the regular 
quarterly dividend was deferred. The 
company had to forego its dividend last 
year as a result of the combination of 
poor earnings and a weak financial pos!- 
tion. On December 31, 1920, the com- 
pany had current assets aggregating 
$23,243,967, practically 50% of which 
was Carried as inventories. Accounts 
and notes receivable amounted to $9,- 
000,000 and the balance was in cash. 
Inventories as carried were over three 


times as large as at the end of the 
previous two years, tying up an excep- 
tionally abnormal amount of capital. 
The accounts payable of the company 
were the largest in its history, amount- 
ing to over $10,500,000 and in addition 
to this there was due the banks on 
notes $3,500,000. No recent financial 
statement has been published but it is 
a pretty fair assumption that the com- 
pany is not yet out of the woods. If 
Pressed Steel Car is able to operate at 
about 2/3 of capacity this year there 
will be excellent possibilities of a re- 
sumption of dividends before 1923, but 
with the common stock already selling 
around $66 a share the sensible course 
seems to be to let it alone. Another 
unfavorable factor is the smal! numbe# 
of shares listed on the New York Stock 
Exchange (125,000) and the very nar- 
row market which exists for these 
shares, rf 
This is a very important consider- 
ation in the case of a security sell- 
ing so high and paying no dividends. 


Haskell & Barker Car Co. 


Third Largest Producer of Freight Cars—Encouraging Outlook 
for Current Year 


This is the next company of import- 
ance in freight car production, with an 
annual capacity of about 22,500 cars. 
Earnings for the past four years were 
as follows: 


Calendar Years 


(000 Omitted) 
1917 1918 1919 1920 





Net income...... $2,341 $3,937 $3,127 $3,278 
Dividends on capi- 

tal stock...... 660 825 880 880 

Surplus...... $1,681 $3,112 $2,247 $2,398 


The present dividend rate on the 
220,000 shares of no par value outstand- 
ing is $4 per annum. From the above 
table it can be seen that this dividend 
has been earned on an average of 2.9 
times over in the last four years. These 
shares represent the entire capitaliza- 
tion of the company. For the year 1921 
Haskell & Barker will probably show 
a substantial balance over the capital 
stock dividend and with the encourag- 
ing outlook for the current year the 
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topic with 


change are 


25 Broadway 
Philadelphia Office 
221 South 15th St. 

Paterson Office 
119 Ellison St. 


Do you understand 
foreign exchange? 
E subject is a surprisingly 


one, yet many fail to 


- realize the unusual investment 
opportunity presented by the 
purchase of foreign government 
and municipal securities as a 
result of the existing depreciated 
currency values. 


“Foreign 
Exchange Explained” 


is a veritable encyclopedia on a 


which the American 


public should be more familiar. 
It tells how normal rates of ex- 


determined and points 


out the reason for prevailing low 
quotations. 


or write nearest office 


Call, telephone 
for your free copy of booklet MX 7. 


Wo. H. MCKENNA & CO. 


New York Offices 


25 West 43d Street 
Pittsburgh Office 
240 Fourth Ave. 
Chicago Office 
178 W. Jackson Blvd. 
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investors areé 


practically inevitable. 


Larger equities should be 
hind all shares and increased dividends 


such developments 
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company should be able to do as well 
as in 1920. Under these conditions a 
larger dividend would be highly prob- 
able since the present rate is exceed- 
ingly conservative. Haskell & Barker 
has been receiving an exceptionally 
large proportion of the orders given by 
the roads in the past few months, giv- 
ing a very promising outlook for oper- 
ations this year. In the month of 
November, 1921, H. & B. booked more 
orders than any freight car producing 
company in the country. Orders for 
3,400 freight cars were received, com- 
pared with orders for about 2,750 cars 
received by American Car & Foundry 
from October 1 to November 30, 1921. 


Merger 


Since it has been definitely decided 
to merge this company with the Pull- 
man Co., and the terms of consolida- 
tion offered, the important considera 
tion is the status of Haskell & Barker 
as a part of the Pullman Co. What 
will the combined earning power of 
these companies be as applied to the 
increased capitalization of the latter 
company ? 

The Pullman Co. is engaged primarily 


in the manufacture of parlor, sleeping 
and freight cars. In recent years it 
has also been building automobile 


and phonograph cabinets, both 
of which have proved very profitable. 
Pullman also has the exclusive 
of operating parlor and sleeping cars 
on all the Class I railroads. 


bodies 


rights 


This is one of the oldest companies 
in operation and at the same time one of 
the most consistent earners. Dividends 
have been paid regularly on the 1,- 
200,000 shares of capital stock gutstand 
ing since 1874. Since 1884, with the 
exception of one year, 1899, Pullman 
has paid dividends of 8% per annum. 
This is rather large disbursement when 
compafed with the earnings available 
for the capital stock over a series of 
years. For the past ten years Pullman 
has averaged about $9.65 a share on 
the stock, and in the past five 
earnings averaged about $10 per share. 
On the other hand Haskell & Barker's 
earning power was $10 a share on its 
capital stock in years when the rail- 
roads were ordering less than the 
normal number of freight cars required 
for replacement. 

The Pullman Co. offers to take over 
the Haskell & Barker Co. on the 
of 75 shares of the former for every 
100 shares of the latter, and in addition 
to pay $275,000 in cash. This would 
result in an increase of 165,000 shares 
in the Pullman Co. capitalization As 
neither company has any bonds out- 
standing the total capitalization of the 
consolidated companies would be rep- 
resented by 1,365,000 shares of capital 
stock, on which the annual dividend 
would probably be 8%. The combined 
earnings of the two companies for the 
past four years averaged about $15,- 
300,000 per annum, or at the annual 
rate of $11.20 a share on the new capi- 
talization. 


years 


basis 


Conclusion 


This merger appears to be,a very 





KEEP A RECORD 


of Your Transactions 


We have ready for 
distribution a handy 
pocket booklet 
will be found 
invaluable to inves- 
tors in keeping an ac- 
curate record of all 
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both in 
prepared 


ulividual and corporate—must be 
under the new law. Of vital 


present importance to you, therefore, 1s 
the information given by R. H. Mont- 

‘ ean r > ’ 
a ae The New | ede ral income 
Tax,” an article appearing in the Janu- 
ry issue of 


ADMINISTRATION 


The Journal of Business 
Analysis and Control 


fr. Mentgomery, a well-known Certi 
fied Public Accountant, has prepared each 
year since 1917, the st: indard work “In 
come Tax Procedure.” Don't miss the 
words of caution his article gives on 
making out this year’s return. 


You Will Need ADMINISTRATION 


during the coming year 


Every issue 
supplies timely articles like the one de- 
scribed t offers each month sound 


policies and effective, tested methods for 
handling your administrative problems. 
Join the 15,000 keen business men who 
ire findine in the ournal indispensable 
working aid. Send in the coupon today. 


THE RONALD PRESS COMPANY 
20 Vesey St. PUBLISHERS New York 


Also publishers of “Management Engi- 
neering” 


Gentlemen: Please enroll me for one year’s | 
subscription to Administration — The Journal of 
Business Analysis and Control. An invoice for 
the amount of the year’s subscription—$5.00— 
will be sent with my first issue. (Canadian rate, 
$5.50; foreign, $6.00.) 
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Address 
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(471) 
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PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 

PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 

The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence Invited. 


GEO. W. BUTLER 
Specialist in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 











Steel Common 
Studebaker 

U. S. Rubber 

Baldwin 

General Asphalt 
American International 


I have prepared a chart covering the 
fluctuations on the above stocks for 1920. 
It shows the splendid opportunities af- 
forded by Puts and Calls to take ad- 
vantage of the fluctuations on a small 
cash outlay. When trading with Puts and 
Calls your loss is at all times limited to 
the small amount paid for them, while 
profits are unlimited, or all that a_rise 
or a decline in a stock permits. Puts 
offered on June 3rd, 1921, on Mexican 
Petroleum at 140 showed $3400.00 net prof- 
it on each 100 share Put by June 20th, 1921. 


OUT OF TOWN CUSTOMERS 





My out of town customers who are not 
in touch with the market are able to 
take advantage of the fluctuations with 
Puts and Calls just as though they were 
in my office. can you. My private 
telegraph code enables you to do this. 
Write for Booklet M-W, it explains how 
they operate. Price list and a copy of 
the above chart will be included. 


WM. H. HERBST 
Dealer in Puts and Calls 
Endorsed by Members of the N. Y. 
Stock Exchange 
20 Broad Street, New York City 
Tel. 1067 Rector Estab. since 1898 
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good thing for both companies. Has- 
kell & Barker stockholders will receive 
dividends of 8% per annum in place 
of the 4% dividend they now receive 
and the dividend of the Pullman Co. 
will be better secured as a result of 
the large earning power and small capi- 
talization of the former company. 

Pullman stock, however, is now sell- 
ing around $107 a share and Haskell & 
Barker stock around $80 a share. 
These prices seem to have fully dis- 
counted the benefits to be derived by 
each company and neither security ap- 
pears to be particularly attractive at 
current levels. The yield on the stock 
is slightly less than 7.5% and this cer- 
tainly appears to be low enough for 
the present. 





The New Book Letter 


WALL STREET ACCOUNTING— 
by Frederick S. Todman, M, C. &., 
i A 
In this book the author presents a clear, 

detailed treatment of the accounting and 

auditing methods developed by leading 
brokerage houses for stock, cotton, and 
produce brokerage. An earlier work on 
the same subject by Mr. Todman was pub- 
lished in 1916 under the title of “Broker- 
age Accounts,” but the vast increase of 

business since the war, necessitating im- 

portant changes in accounting methods, has 

now made this newer and larger book 
desirable. 

The book is divided into four parts: 

Part I. Accounting for Stock brokerage 
as conducted on the New York Stock ex- 
change. 

Part II. Accounting for Cotton broker- 
age as conducted on the New York Cotton 
Exchange. 

Part III. Accounting for Produce brok- 
erage as conducted on the New York Pro- 
duce Exchange, the New York Coffee and 
Sugar Exchanges, and the Chicago Board 
of Trade. 
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Part IV. Auditing of Stock and Cotton 
brokerage books. 

The author is a certified public account- 
ant with fourteen years’ experience in Wall 
Street, from the detail work in the ac- 
counting staff to partnership in a New 
York Stock Exchange firm. 

Price $6.25 p. p. 





ADAMS EXPRESS BONDS 
(Continued from page 338.) 








Article Sixth states that upon the 
sale of the pledged collateral the pro- 
ceeds shall first be applied to the 
payment of costs and expenses of 
such sale and then to the payment of 
special claims specifically provided 
for and— 

“Thirdly—To reimburse the Com- 
pany any and all amounts it may 
have paid on account of the princi- 
pal of said bonds and then to dis- 
tribute the surplus, if any, pro rata 
among the holders of the said bonds 
then outstanding.” 

Mr. Masterson also advises us that 
copies of the Trust Indentures covering 
both issues of bonds are long out of 
print and he has been unable to ex- 
amine personally a copy of the Inden- 
ture covering the 1947 bonds. He 
states, however, that he has been in- 
formed from what he believes to be re- 
liable sources that the provisions of the 
1947 Bonds are virtually the same as 
those of the 1948, from which Deed of 
Trust he has quoted. 

As you are undoubtedly aware, both 
of these issues of bonds have scored 
quite an extended advance over the 
prices at which they were selling when 
our issue of November 12th came out 
recommending them—We hope it has 
been a source of profit to you. We 
wish to take this opportunity to thank 
you for your interest in writing in to 
us and to assure you of our desire, to 
cooperate with our readers whenever 
possible. 
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PROVIDING AN INCOME FOR THE 
UNTRAINED WOMAN 


(Continued from page 335.) 











of such unpaid income would be paid 
in one sum to her estate; or the income 
may. be continued to some designated 
second beneficiary, named by the in- 
sured in his policy contract. If the 
insured outlives his wife, and thereafter 
appoints no other beneficiary under this 
insurance, the commuted value of the 
policy would be paid in one sum to 
his estate. 

The minimum income payments pos- 
sible under this policy amount to $12,- 
000. The annual premium for the policy 
outlined, at the ages given, is $368 pay- 
able for twenty years, so that the maxi- 
mum total premiums would be only 


7,360. e€ premium is, moreover, re- f e 
Suche ty on | | Foresight—for Profit 


ducible by annual dividends, and divi- 
dends are also paid on the income dur- | 
ing the first twenty years in which Hindsight—for Regret 


instalments are payable to the bene- 




















ficiary. “Keep that as your guiding rule in making investments, my 
boy, and you'll come out ahead. Never mope over the chances 
How to Apply i you've foolishly let slip by. Prepare yourself NOW for the 

In applying for a policy of this kind New Opportunities that are always springing up. 
it is advisable that the applicant specifi- No man can always be right. But, if eh know, not ae 
cally state that he does not wish his { what and when to buy or sell, you'll : be right often enough to 
. ~ make up for mistakes. Get the advice of experts before you 
beneficiary to have the option of draw- make any move. You can't possibly watch all factors that make 
a 2 to in — oe or fore- investing profitable and safe. You haven't the time or skill. 

stalling the income. e thus insures Neither have I. 

his insurance, and provides against his “Be Sure—get the service I'm using myself. The letter I've 
family’s maintenance being dissipated just handed you contains this week's current advices and in- 
through unwise investment, or drawn formation of this service. You can see by reading it how much 
in advance of the fixed date on which you're losing by not securing it. My suggestion would be to 


the income is stipulated in the policy write for information at once. 


to be payable each month. : The younger man wrote to the Investment and Business Service of Tus 
The salaried man on modest income, Macazine oF Watt Street. As a result, not only he, but also many of his 
with wife and children to care for. friends are utilising this Service to their profit. 


should so arrange his insurance that 
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ments over ten years, would yield an 
annual income of about $1,140, and in MAIL COUPON TODAY 

addition annual dividends would aug- With your subscription, you may send us a list of questions, on which 
ment the amount. we will render our opinion, without extra charge. 
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ince be held on the income form to a a 
‘arry out such plans. In nearly all THE MAGAZINE OF WALL STREET, 
standard policy forms of life insurance 42 Broadway, New York City. 
optional modes of settlement are clearly ves I Enclosed find my check 
stated, and instead of the proceeds of a for } $30 ¢ 
the policy being paid in one sum, the Business Service, to be | me once a 
insured may elect to have it paid: week for } a dice months { beginning 
(1) In equal annual instalments for a with the next issue. 
specified numbers of years; or 3 : 
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fixed period of twenty years : : Petites 
and for so many years longer , : Jan. 7 
as the payee shall live. - 
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To Bond Salesmen— 
and Others With a 
High-Grade Clientele 


If you are interested in increasing 
your income and developing a large 
and more satisfied clientele, we 
have a plan for doing this, which 
we should like to have you look 
into. 


This plan will not interfere with 
your present work or connection. 
It will not take you out of your 
way. It will not cut into your 
leisure hours. It is an adjunct to 
your business, during business 


hours. It is not selling securities. 


For particulars, address: 


Business Manager, 


The Magazine of Wall Street 


42 Broadway New York City 





A table similar to the one illustrated 
is usually included in policies of all 
well known life insurance companies, 
showing the exact amount per $1,000 of 
insurance payable annually under each 
of the plans designated above. Many 
men do not read their policies carefully 
and thus fail to take advantage of the 
opportunity offered to insure the 
widow’s income. 
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U.S. STEEL 
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venient Partial Payment 
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52 Broadway New York 
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date long ago; otherwise why this col- 
lapse? 

What happens when a failure of this 
kind occurs? An assignee or receiver is 
appointed; the helpless victims write for 
information which is not forthcoming; 
months afterward they receive a statement 
showing liabilities far exceeding assets; 
the excitement gradually dies out, and 
nothing is done about it—but in the minds 
of the investment public Wall Street has 
another black eye. How long will the pub- 
lic continue to do business under these 
circumstances ? 

The Wagner failure should leave no 
doubt as to the timeliness of and the 
necessity for banking supervision of brok- 
erage houses. Let’s have a healthy Wall 
Street. 

If New York is to be the financial cen- 
ter of the world, why not cut out the 
cancer? 





STOCKS THAT SEEM HIGH 
ENOUGH 


(Continued from page 326.) 


Allied 
Chemical 


A careful analysis out- 
lining the great scope of 
this company’s activi- 
ties, its financial and 
market position and the 
properties controlled, 
etc., is contained in our 


current 


Financial Review 


Gratis on Request for “M.W.58” 


THOS: LOWLEY & (0 


115 Broadway, New York 


Telephone Rector 5150 




















titled to 8% dividends, annually, before 
the preferred stock can have anything. 

The sinking fund requirements on the 
company’s bond issues are _ heavy. 
Each issue requires $1,500,000 annually, 
or a total of $3,000,000 sinking fund re- 
quirements which the company will 
have to meet each year. In addition, 
the company faces $1,500,000 annually 
in interest charges and $2,400,000 for 
dividends on the prior preference stock. 

Of course, as the company’s bonds 
are retired, its interest charges will be- 
come less. Furthermore, the Goodyear 
company has the finest of plants and, 
under normal conditions, should be able 
to make handsome profits. These 
facts combine to make the company’s 
preferred shares appear reasonably at- 
tractive for the long pull. 

However, the prospects for dividends 
on the preferred shares, at least within 
the next year or two, seem practically 
negligible; and there is, of course, even 
more remote likelihood of dividends on 
the common. Therefore, any improve- 
ment in the market price of the common 
shares seems destined to be very slow. 

Goodyear common is dealt in on the 
New York Curb. Last year (1921) this 
stock sold from as high as 26% to as 
low as 4. It is now selling around 11%. 
At that price, a switch is possible into 
International Nickle common which is 
selling around 12, and which, although 
also speculative, represents a company 
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UNUSUAL OPPORTUNITY 


to invest $10,000 to $50,000 to advantage. Man 
with 18 years’ engineering experience has option on 
property and equipment at less than one- 

value. Has been earning 36% on present capital re- 
quirements, and was forced by unusual circumstances 

to close. Act quick on this excellent opportunity. 
Fullest investigation and details at request. Address: 
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that has probably turned the corner and 
that should do an increasingly good 
business. 





REVENUE ACT OF 1921 
(Continued from page 357.) 














of a taxable dividend, the amount so 
received shall be treated as a taxable 
dividend to the extent of the earnings 
accumulated by such corporation after 
February 28, 1913. 


Basis for Determining Gain or Loss 


For property acquired after February 
28, 1913, the gain or loss shall be fig- 
ured ordinarily on the basis of cost. 

For property acquired prior to March 
1, 1913, the basis is the cost or fair 
market value as of March 1, 1913, 
whichever is higher, in the computation 
of gains, and the cost or fair market 
value as of March 1, 1913, whichever is 
lower in the computation of losses. 





SEASONAL DECLINE IN NOVEM- 
BER EARNINGS 
(Continued from page 320.) 











the railroad securities while they are low. 
The Outlook 


Lower freight rates will be a great aid 
to business this year and indications are 
that 1922 is going to -see great industrial 
activity in this country. A further wage 
reduction is almost a certainty in the near 
future. This together with other econ- 
omies of operation which have been going 
into effect and which are still to go into 
effect should bring about a good year for 
the railroads. Prices of rail securities 
may ease off further in the next thirty 
days, as this group is being allowed to take 
care of itself for the time being, but this 
should not weaken the determination of 
holders to sit tight for the big turn. 





The New-Book Letter 


THE MIND OF THE BUYER—by 

Harry Dexter Kitson, Ph. D. 

Any seller who wishes to become suc- 
cessful must study the mind of the buyer, 
and this book is written for everyone who 
is engaged in influencing men to buy. It 
does not deal with the technique of selling, 
for each form of selling has its own tech- 
nique, but rather with the mental processes 
in the mind of the one who is buying. 
While such a work must necessarily deal 
with profound psychological questions, the 
author has relieved much of the dryness 
of the subject by substituting for technical 
terms words of current business usage. 
The book is well arranged, following the 
mental processes of the buyer from the 
very first stage—that of attention, to the 
last, satisfaction with his purchase. 

The author is professor of Psychology 
in the Indiana University, and such a 
book as this, carefully read, cannot fail 
to give the practical salesman a clearer 
insight into the psychology on which his 
profession is based. 
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Do You follow the Tape— 
or follow the Crowd? 


The large percentage of unsuccessful traders in the stock market are 
those who operate chiefly on what they hear. They are hungry for 
tips; they absorb rumors; they seek “inside information”; they act on 
such news as they find on news slips, news tickers, newspapers, and 
the usual run of market letters. 


The minority of traders—that small minority who are consistently 
successful—look not to news but to the tape for their information. 
They base their commitments on the interpretation of the language of 
the ticker tape,—which records the momentary supply and demand of 
securities and indicates the direction in which the market is swinging. 


Successful Exponents of 
Tape Reading 


Speaking of Joe Manning, one of the shrewdest and most successful of 
all tape readers on the floor of the New York Stock Exchange, a friend 
once said, “I remember when Joe used to hang over the ticker tape 
and trade in 10 share lots—he was just an ordinary trader in those 
days.” 


The speaker was, at the time he made this remark, still trading in 
10 share lots, while Joe Manning’s bank balance—his active working 
capital—amounted to over $100,000, and this was but a part of the 
fortune built on his ability to interpret the language of the tape. 


Jacob Field is another exponent of tape reading. Those who knew 
“Jakey” when he began his Wall Street career noted his ability to read 
the tape and follow the trend. At the time of his death James R. Keene 
stood at the pinnacle of fame as a tape reader—his daily presence at 
the tape bearing evidence that the work paid—and paid well. 


We can’t all be Joe Mannings or Jim Keenes—but you have an oppor- 
tunity to take advantage of the same method that made these men so 
successful. You can give all of your time to your own business and 
yet secure the profits to be had from methodical trading—trading based 
on the best method known. 


Will you continue to follow the crowd—to follow the news or 
“hunches,” or will you base your commitments upon scientific interpre- 
tation of the tape? Give up haphazard trading! 


Mail this coupon below today. Let us prove how valuable and profit- 
able our service can be. 


THE TREND LETTER TRADING SERVICE 
42 Broadway, New York City. 
eC FREE INQUIRY BLANK 


Gentlemen: Please explain in detail how the Trend Letter Trading Service would operate 
for me 
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PARTIAL PAYMENT BOOKLET 
A comprehensive booklet pre- 
pared by a well known New York 
Stock Exchange firm — explains 
clearly the many benefits of this 
plan to small and large investors. 
(185) 
FINANCIAL REMINDER AND 
READY REFERENCE RECORD 
Photographic reproduction of a 
worth-while loose-leaf hand book 
including sheets. Indexed monthly 
reminder for income and obliga- 
tions—a perpetual record of in- 
vestments. (184) 
SIXTY YEARS OF SAFETY 
A folder on BONDS, explain- 
ing why they offer the best op- 
portunities for safe and profit- 
able investment. (172) 
MEETING FIXED CHARGES WITH 


BOND INTEREST ; 
“How Jim Blake Solved His 


Expense Problems” is the name 
of this extremely interesting 
booklet. Every investor should 
have a copy. (174) 
AN 8% SECURITY AND THE IN- 
DUSTRY BEHIND IT 
A nicely illustrated booklet de- 
scribing a First Mortgage Bond 
of a company whose earnings 
for the past seventeen years 
have averaged over four and 
one-half times the maximum 
bond interest requirements. (162) 
7% GOLD NOTES WITH BONUS OF 
COMMON STOCK 
A circular describing an at- 
tractive investment combining 
safety with an opportunity for 
large profits. The corporation 
has been in business for 47 years 
with an excellent earning record. 
Should prove of great interest to 
the modest investor, as bonds 
can be bought in $100.00 de- 
nominations. (175) 


PERSONAL FINANCE RECORD 

A circular describing a per- 
sonal finance record containing 
13 practical forms for keeping 
records of investments, insur- 
ance, salary, property and in- 
come. A very useful article for 
the active investor. (175) 


“THE MARKET OUTLOOK” 

A circular issued by Mr. Ben- 
jamin Graham, of Newberger, 
Henderson & Loeb, well known 
to our readers. An _ excellent 
forecast of the market! (177) 


PARTICULARS OF AN UNUSUAL 
OFFERING 


An investment in an estab- 
lished finance institution, en- 
gaged in a highly profitable 
branch of the banking business— 
industrial loans and an oppor- 
tunity to share in the substantial 
profits. Record of earnings over 
a period of 8 years. (178) 


WHAT ARE PUTS AND CALLS? 
The money making possibili- 
ties of stock options—their uses 
to supplement margin and their 
insurance value and employment 
in place of stop orders—fully ex- 
plained in this booklet. (179) 


SAVING MADE MORE PROFIT- 
ABLE 


Explaining the Partial Pay- 
ment Plan of an old established 
bond house. The embryo in- 
vestor as well as the seasoned 
one will find this booklet of 
value. (180) 

SEMI-MONTHLY—INVESTMENT 
SUGGESTIONS TO DEALERS 

Condensed descriptions of 
about 100 securities, together 
with prices and approximate 
yields. A diversified list espe- 
cially helpful to those making 
offerings to the individual in- 
vestor. (183) 














DIVIDENDS 





PACIFIC GAS AND ELECTRIC CO. 
CASH DIVIDEND NO. 24 
AND 


ADDITIONAL STOCK DIVIDEND 
ON COMMON STOCK. 


The regular quarterly dividend of $1.25 per 
share upon the Common Capital Stock of this 
company will be paid on January 16, 1922, to 
shareholders of record at close of business De- 
cember 31, 1921. 

The Board of Directors also declared an addi- 
tional dividend on the Common Stock of $2.00 per 
share, payable to stockholders of record at close 
of business December 31, 1921, in common stock 
at par, issuable when approved by the Railroad 
Commission of the State of California. 

The Transfer Books will not be closed. Checks 
for, the cash dividend of $1.25 per share will be 
mailed from the office of the company in time 
to reach stockholders on the day they are pay- 
able. The stock dividend of $2.00 per share will 
be distributed to stockholders as soon as the 
necessary details for the issuance thereof have 
been completed. 

A. F. HOCKENBEAMER, 
Vice-President and Treasurer. 


San Francisco, California. 





BAYUK BROS., Incorporated 


Philadelphia, Pa., 

Dec, 31, 1921. 
Quarterly dividend of 2% on the First 
and Second Preferred stocks of this cor- 
poration has been declared, payable on 
January 15th, 1922, to the stockholders of 
record December 3ist, 1921. Checks will 

be mailed. 
HARVEY L. HIRST, Secretary. 














INTERNATIONAL PAPER COMPANY. 
New York, December 28th, 1921. 
The Board of Directors have declared a regular 
quarterly dividend of one and one-half per cent. 
(1%%) on the preferred capital stock of this 
company, payable January 16th, 1922, to preferred 
stockholders of record at the close of business 
January 9th, 1922. 
OWEN SHEPHERD, Treasurer. 





WESTINGHOUSE ELECTRIC 
& MANUFACTURING COMPANY 


A Quarterly Dividend of 2% ($1.00 per share) 
on the PREFERRED Stock of this Company will 
be paid January 16, 1922. 

A Dividend of 2% ($1.00 per share) on the 
COMMON Stock of this Company for the quarter 
ending December 31, 1921, will be paid January 
31, 1922. 

Both Dividends are payable to Stockholders of 
record as of December 31, 1921. 

H. F. BAETZ, Treasurer. 
New York, December 19, 1921. 
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